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OBJECTIVES 


As  indicated  in  the  first  issue,  "Foreign  Agriculture" 
will  contain  primarily  articles  resulting  from  special  re- 
search or  investigation.  The  field  covered  by  these  articles 
will  in  general,  fall  within  three  broad  classifications  - 
(1)  foreign  government  policies  relating  to  agriculture,  (2) 
trends  in  foreign  agricultural  production,  and  (3)  trends  in 
international  trade  in  agricultural  products. 

Emphasis  will  be  placed  upon  the  long-time  implica- 
tions of  the  material  treated,  and  efforts  will  be  made  to 
appraise  the  effects  of  measures  adopted  by  foreign  countries 
for  the  solution  of  their  agricultural  problems.  These  ap- 
praisals will  have  two  general  objectives:  first,  to  present 
significant  examples  of  the  various  kinds  of  farm  aid  abroad 
and,  second,  to  evaluate  these  foreign  measures  as  to  their 
influence  on  the  competition  with  and  the  demand  for  American 
agricultural  products. 

The  commodity  review  formerly  appearing  in  the  weekly 
report,  "Foreign  Crops  and  Markets",  will  not  appear  in  "For- 
eign Agriculture."  Henceforth  these  reviews  will  be  included 
in  periodic  commodity  "situation"  reports,  a  series  of  which 
has  recently  been  inaugurated. 
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DANISH  LAUD  LEGISLATION  - 

AN  APPRAISAL  OF  REGENT  TRENDS   


In  the  evolution  of  the  modern  agricultural  system, 
probably  few  developments  are  of  more  importance  than  the 
progress  of  land  tenure  under  what  are  almost  universally 
called  "land  settlement  laws."    This  subject  is  of  particu- 
lar interest  at  this  time,  especially  in  the  United  States, 
in  view  of  the  attention  "being  devoted  to  problems  of  ten- 
ancy and  frrm  labor.    Few  countries  have  had  wider  experi- 
ence in  this  field  than  Denmark  with  its  history  of  land 
settlement  legislation  dating  back  to  the  latter  part  of 
the  eighteenth  Cfcntury  (1781  and  1792),  when  the  earliest 
enclosure  laws  were  passed,  and  continuing  through  the 
present  series  of  settlement  laws,  begun  in  1899. 

The  Land  Tenure  Problem  in  Denmark 

In  the  seventeenth  century,  the  rural  population  of  Denmark  was 
from  88  percent  to  90  percent  of  the  total.    Most  of  this  group  were  sub- 
tenants working  for  the  great  landholders.    This  condition  prevailed  un- 
til the  end  of  the  eighteenth  century.    Farming  at  that  time  was  carried 
on  principally  on  large  estates  and  consisted  chiefly  of  grain  produc- 
tion, which  was  commercially  profitable  only  to  large  operators.  Owners 
of  small  holdings  were  not  able  to  engage  profitably  in  this  activity 
and  were,   therefore,  forced  to  supplement  their  incomes  by  working  for 
the  large  landholders. 

Toward  the  end  of  the  nineteenth  century,  agricultural  conditions 
underwent  a  radical  change.    The  large  increase  in  exports  of  grain  from 
overseas  countries  caused  prices  of  imported  grain  to  crop  below  Danish 
production  costs,  while  prices  of  animal  products  rose.     Large  land- 
holders were  obliged  to  turn  to  the  production  of  livestock  and  to  join 
the  cooperative  movement  in  order  to  survive.     In  livestock  production 
the  small  landholders  were  on  a  more  equal  footing  with  the  large  opera- 
tors since  they  could  take  care  of  their  animals  at  comparatively  less 
expense  and  could  dispose  of  them  with  little  diffic.u3.ty  through  the 
cocperative  organizations.    At  the  same  time,  the  cultivation  of  root 
crops  for  animal  fedder  was  introduced.    Here  again  it  was  found  that 


Adapted  by  J.  VT.  G-annaway,  Jr.  ,  Assistant  Agricultural  Economist,  from  a 
report  prepared  by  E.  G-.jessing,  American  Vice  Consul  at  Copenhagen. 
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production  was  more  remunerative  on  the  small  holdings  because  of  the  careful 
personal  attention  which  could  be  devoted  to  such  crops. 

Simultaneously  with  the  change  in  agricultural  production,  there  oc- 
curred an  extensive  development  of  industrial  enterprises  with  their  custom- 
ary effect  upon  the  landless  part  of  the  rural  population,  which  tended  to 
move  to  the  urban  centers  because  of  prospects  for  higher  wages.     This  shift- 
ing of  the  population  away  from  the  farms  was  accelerated  by  emigration, 
chiefly  to  the  United  States,  of  many  of  the  more  restless  and  ambitious  of 
the  farm-labor  group.     Thus  at  the  end  of  the  nineteenth  century  arose  a 
quadrangular  situation  featured  by  steadily  growing  foreign  demand  for  Danish 
animal  products,  high  efficiency  on  the  part  of  small  landholders,  eagerness 
on  the  part  of  large  operators  to  participate  in  the  new  prosperity,  and 
rapid  disappearance  of  the  labor  so  sorely  needed  by  the  latter  to  make  such 
participation  possible. 

Conditions  r/ere  ripe  for  reform.     An  agricultural  commission  which 
had  been  established  to  consider  ways  and  means  for  the  improvement  of 
Danish  agricultural  conditions  recommended  and  secured  the  passage,  in  1899, 
of  a  bill  designed  to  render  work  on  the  farm  more  attractive  for  Danish 
farm  laborers.     It  was  not  framed  with  a  view  to  satisfying  completely  the 
landless  rural  worker's  aspiration  to  obtain  land  enough  for  an  independent 
living.     On  the  contrary,  the  purpose  of  the  law  was  to  allot  holdings  too 
small  for  an  independent  living,  but  which  would  supplement  the  earnings  of 
the  head  of  the  family  as  an  agricultural  laborer.     The  m )ney  for  the  pur- 
chase of  the  small  holdings  was  provided  by  the  State  treasury  on  very  easy 
terms,  from  a  fund  created  for  the  purpose. 

Some  leaders  in  Danish  politics  opposed  the  law  as  passed,  demand- 
ing that  the  holdings  be  large  enough  to  yield  an  independent  living. 
They  also  advocated  that  the  land  be  provided  through  expropriation  of  the 
large  entailed  estates;  l/  that  the  recipients  become  State  tenants:  and, 
finally,  that  these  tenants  make  yearly  payments  commensurate  with  current 
prices  of  agricultural  products.    At  the  time,  these  demands,  and  the  last 
in  particular,  were  considered  too  radical  for  serious  consideration. 
These  principles  gained  ground  steadily,  however,  and  eventually  became 
dominant  in  new  legislation.     There  have  been  various  laws,  based  on  differ- 
ent principles,  but  in  all  of  them  can  be  traced  the  tendency  to  increase 
both  the  amount  of  the  individual  loans  and  the  size  of  the  holdings. 

By  the  law  of  1899  and  subsequent  legislation,  holdings  were  ob- 
tained by  private  purchase  through  the  use  of  money  loaned  by  the  State. 


1_/  An  entailed  estate  was  composed  of  public  land  granted  to  a  specified 
line  of  heirs,   the  State  retaining  the  right  of  ultimate  repossession. 
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The  act  of  1919  and  succeeding  laws  established  holdings  on  State-owned 
land.    The  law  of  May  14,  1934,  is  a  codification  of  all  previous  acts 
on  this  subject,  and  provides  for  State  aid  to  holdings  in  "both  cate- 
gories.    The  main  purpose  of  the  laws  was  to  retain  the  agricultural 
population  on  the  land.    While  they  undoubtedly  have  tended  to  diminish 
the  rate  of  exodus  from  the  country,  they  have  not  stopped  the  movement. 

Survey  of  Land  Settlement  Laws,  1899-1934 

Beginning  in  1899  and  at  frequent  intervals  since  that  time,  Denmark 
has  passed  laws  providing  for  Government  loans  to  individuals  for  the  ac- 
quisition of  land  and  construction  of  buildings.    All  of  the  laws  have 
permitted  the  loans  to  cover  an  unusually  large  part  of  the  value  of  the 
property,  usually  up  to  90  percent,  and  interest  rates  have  been  consist- 
ently low,  especially  on  land  purchase  loans,  ranging  from  3  percent  on 
the  land  loans  of  1899  to  4.5  percent  on  seme  of  the  later  building  loans. 
Most  of  the  legislation  has  exempted  owners  from  principal  payments  for 
a  period  of  3  to  5  years,  after  which  amortization  is  provided  for  at 
stated  percentage  rates.     The  first  law  of  the  series  provided  for  an  in- 
dividual loan  limit  of  3,600  kroner,  2/  but  through  the  years  this  limit 
was  raised  repeatedly  to  a  maximum  in  1934  of  30,000  kroner,  including 
previous  encumbrances. 

By  an  act  passed  in  1919,  Denmark  provided  for  occupancy  of  land  al- 
ready owned  by  the  State,  and,  of  even  more  significance,  for  seizure  of 
large  tracts  of  arable  land  from  the  holders  of  large  entailed  estates 
against  which  the  State  had  heavy  claims.     Important  points  of  departure 
from  earlier  laws  were  that  family-sized  subsistence  holdings  were  pro- 
vided for.     The  holder  operates  this  State  land  more  as  a  tenant  than  as 
an  owner,  since  the  State  retains  title  to  the  property  and  the  holder 
pays  no  principal  sum  but  only  "interest"  charges  varying  with  current 
interest  rates  and  assessed  valuations.     The  only  semblance  to  actual 
ownership  is  that  with  the  approval  of  the  Government  the  property  may  be 
willed  to  properly  qualified  heirs.     In  addition  to  this  allotment  of 
State-owned  land,  provision  was  made  for  actual  purchase  of  land  by  the 
State  in  sections  where  there  was  a  deficiency  of  property  available  for 
di  stribution. 

The  most  recent  of  the  Danish  land  settlement  laws  is  that  of  May  14, 
1934;  and,   since  it  is  also  the  most  complete,  it  seems  appropriate  to 
examine  it  in  greater  detail  than  has  been  found  necessary  with  respect 
to  the  earlier  ones. 


2/  The  Danish  krone  has  ranged  in  value  between  15  and  30  cents  during 
the  30  years  ended  with  1929  and  averaged  about  25  cents.    At  present  it 
is  worth  about  22  cents. 
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Administration  is  under  the  direction  of  the  Minister  of  Agricul- 
ture with  the  assistance  of  a  Land  Control  Committee  representing  all 
the  interested  groups.     Subsidiary  county  committees  are  responsible  for  . 
local  administration,  chiefly  selection  of  applicants  and  property. 

Provision  is  made  for  acquisition  of  land  "by  the  State  and  for 
Government  loans  to  private  associations  formed  for  the  purpose  of  aid- 
ing individuals  to  purchase  property.     Allotments  axe  made  for  family- 
sized  farms  of  3  to  15  hectares  3/  on  State-owned  land  and  on  land  bought 
privately.    Provision  is  made  also  for  establishment  of  gardens  and  or- 
chards and  for  expansion  and  building  purposes  on  both  State  and  privately 
owned  land.     Funds  are  made  available  to  individuals  for  erection  of  suit- 
able buildings.     It  is  of  special  interest  to  note  that  a  method  of  com- 
modity payments  in  lieu  of  cash  interest  payments  is  provided  for,  thus 
accomplishing  another  purpose  at  first  considered  radical;  namely,  the 
adjustment  of  interest  payments  to  current  market  prices.    A  great  many 
of  the  holdings  created  in  1933  and  1934  made  use  of  this  conversion  privi- 
lege, but  in  1935  there  was  less  demand  to  pay  interest  based  on  agricul- 
tural prices  because  current  prices  were  then  much  higher  than  in  1933  and 
1934. 

The  most  important  features  of  the  act  of  1934  already  have  been 
pointed  out.     They  are  its  great  scope,  embracing  as  it  does  the  essential 
principles  of  all  the  preceding  legislation,  and  the  fact  that  it  offers 
conclusive  evidence  of  the  acceptance  of  certain  basic  formulae  governing 
the  relations  between  the  State  and  its  agricultural  industry.     It  is 
worthy  of  note  also  that  the  increasingly  generous  loans  for  holdings  de- 
voted to  commercial  orchards  and  gardening,  and  for  buildings,  have  been 
made  on  more  stringent  terms  than  those  imposed  in  the  case  of  loans  on 
agricultural  holdings  which  are  larger  in  area  and  presumed  to  be  of 
greater  permanent  value.     Of  similar , interest  is  the  system  of  securing 
land  loans  by  first  mortgages  while  advances  for  the  erection  of  build- 
ings are  covered  by  second  mortgages,  the  latter  ascending  gradually  to 
first  mortgages  as  the  loans  on  the  land  are  liquidated. 

xtent  of  Participation  in  Land  Settlement  Program _ 

Shifts  in  use  of  farm  land  as  measure  of  participation 

In  order  to  form  some  idea  of  the  extent  of  operations  under  the 
Danish  land  settlement  laws,  a  useful  measure  is  the  shift  in  utilization 
of  farm  land.     The  table  on  the  following  page  shows  the  area  of  agricul- 
tural land  in  Denmark  in  1881,  1919,  1929,  and  1935. 


3/  One  hectare  equals  2.471  acres. 
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Use 

Area  devoted  to- 
Grain  crops 
Root  crops 
Other  crops 
Fallow  land 
Pastures  and 
me ado wl and 
Total 


1361 

Hectares 
1 , 249 , 000 
69 , 000 
20,000 
271,000 


1919  a/ 

Hectares 
1,234,350 

452,342 
46,102 

145,826 

1, 351,216 
3,229,836 


1929 

Hectares 
1,339,069 
510,095 
32,801 
66,701 

1,299,252 
3,247,918 


1935 

Hectares 
1,355,700 
522,200 
73,600 
38 , 600 

1,252,300 
3,242,400 


a/  The  figures  for  1919  and  subsequent  years  include  the  portions  of  the 
Province  of  Schleswig  incorporated  into  Denmark  in  1920. 

The  figures  are  illustrative  of  the  development  of  Danish  agricul- 
ture during  the  period  of  creation  of  small  agricultural  holdings  under 
legislative  encouragement.     It  will  "be  noted  that  the  areas  for  raising 
grain  crops  have  increased  slowly  since  1881,  while  the  areas  of  root 
crops  have  increased  at  a  much  greater  rate.    This  is  in  part  due  to  the 
establishment  of  small  holdings,  where  root  crops  can  "be  raised  to  "better 
advantage  and  at  less  cost  to  the  owner  than  on  larger  holdings,  and  in 
part  to  vastly  increased  production  of  sugar  beets  and  animal  fodder. 

The  greatest  development  in  intensive  farming  is  reflected  in  the 
decrease  shown  under  the  heading  "Fallow  lands."    Because  of  the  intro- 
duction of  an  efficient  system  of  crop  rotation,  the  area  of  fallow  land 
has  decreased  steadily  until  it  forms  a  negligible  part  of  the  whole. 
As  a  natural  consequence  of  the  increase  in  the  area  of  cropland  other 
than  hay  land,  the  pastures  and  meadows  have  decreased. 

Greatest  number       holdings  established  in  early  years 

A  second  and  more  positive  measure  of  activity  under  the  land  set- 
tlement legislation  is  the  actual  number  of  holdings  established,  together 
with  the  amounts  advanced  for  land  and  buildings.    Below  is  given  a  table 
showing  the  number  of  holdings  and  the  amount  of  the  loans  advanced  by  the 
State  for  their  establishment  under  the  law  of  1899  and  succeeding  laws. 

Loans  advanced 


Period 

Number  of  holdings 

by  the  State* 

Kroner 

1899-1900  to  1909-10 

5,092 

18,349,000' 

1910-11  to  1919-20 

4,308 

26,837,000 

1920-21  to  1924^25 

2,597 

41,361,000 

1925-26  to  1929-30 

2,  656 

41, 633,000 

1930-31 

401 

5,738,000 

1931-32 

435 

6,557,000 

1932-33 

64 

707,000 

15, 553 

141,172,000 
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In  addition  to  these  loans,   19,530,580  kroner  were  expended  in  the 
form  of  secondary  loans  to  owners  of  11,137  holdings  established  under 
the  law  of  1899  and  amendatory  laws.     The  greatest  number  of  holdings 
were  taken  up  during  the  first  decade  and  the  decade  1920  to  1930.  In 
1922-23  there  was  a  great  increase  in  the  number  of1  holdings  established, 
due  to  the  favorable  conditions  offered  under  the  law  of  1921;  but,  when 
outright  contributions  were  abolished  by  the  law  of  1924,  there  was  a 
drop  in  the  number  of  holdings  established-     In  the  years  1932-33  and 
1933-34  the  number  of  holdings  established  was  very  small,  chiefly  be- 
cause there  were  no  appropriations  provided  for  these  2  years  and  also 
because  of  the  unfavorable  econimic  conditions  facing  Danish  agriculture. 
For  1934-35  and  succeeding  years,  statistics  of  holdings  on  privately 
purchased  land  undoubtedly  will  show  an  increase.     There  are  no  data  avail- 
able with  regard  to  the  area  of  landholdings  established  under  the  law  of 
1899  and  succeeding  legislation,  but  it  is  safe  to  say  that  more  than 
100,000  hectares  (247,100  acres)  of  land  have  been  purchased  and  parceled 
out  into  small  holdings  in  pursuance  of  these  laws. 

Uith  regard,  to  the  small  holdings  pstablished  from  the  glebe 
lands,  4/  formerly  entailed  estates,  and  land  purchased  in  the  open  market 
under  the  law  of  1919,  more  detailed  information  is  available.  About 
41,800  hectares  of  land  were  parceled  out  among  5,110  holdings  and  about 
58,700,000  kroner  were  expended  for  that  purpose  under  this  law  and  sup- 
plementary laws.     The  holdings  gradually  increased  in  size  from  an  aver- 
age of  less  than  6.9  hectares  in  the  period  1920-1927  to  the  present  aver- 
age of  slightly  more  than  8  hectares.     The  size  of  the  farms  varies,  of 
course,  according  to  soil  conditions  in  different  parts  of  the  country. 
Holdings  are  generally  larger,  for  instance,  on  the  peninsula  of  Jutland 
than  on  the  more  fertile  Danish  Islands. 

With,  regard  to  the  financial  side  of  the  establishment  of  small 
holdings  from  the  beginning  of  the  century  up  to  1934,  the  Government 
expended,  the  following  amounts: 


Expenditures  for  establishment  oik' small  holdings  Kroner 

on  privately  bought  land    141,172,000 

Supplementary  loans    19,531,000 

For  small  holdings  on  Government-owned  land  for 

buildings   57,328,000 

Supplementary  loans   ,   1,392,000 


219,423,000 

While  these  loans  are  all  to  be  liquidated  through  annual  payments 
and  the  bulk  of  the  loans  undoubtedly  will  be  repaid  in  the  course  of 
time}  there  are  other  advances  necessary  for  the  establishment  of  small 
holdings  which  will  not  be  repaid  but  which  do  boar  interest.     The  41,800 
hectares  allotted  to  State-owned  small  holdings  probably  represent  a 


4/  Glebe  lands  were  those  granted  to  the  church,  the  proceeds  of  which 
were  used  for  its  support. 
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value  of  aboat  80,000,000  kroner.     This  land  was  appropriated  by,  and 
"belongs  to,  the  State,  and  the  State  receives  interest  on  it  "but  no  nay- 
ment  on  the  principal-     There  are  also  expenditures ,  such  as  administra- 
tive costs  and  outlays  for  drainage  in  order  to  provide  arable  land,  on 
which  there  are  no  direct  returns.    These  expenditures  approach  50,000,000 
kroner • 

Results  of  Land, Settlement  Legislation 

High  land  •prices  restrict  profits 

One  of  the  greatest  drawbacks  to  profitable  operation  of  farms  in 
Denmark  is  the  high  price  of  land,  caused  principally  by  heavy  encumbrances. 
The  Danish  Mutual  Credit  Associations  hold  mortgages  on  Danish  property 
"covering,  at  the  present  time,  from  86  percent  to  90  percent  of  its  ac- 
tual value.     These  associations  issue  bonds  to  their  members  for  the  amount 
of  the  mortgages  held  on  their  proper  by.     The  bonds  are  negotiable  and 
amortizable  in  the  course  of  40  to  50  years  by  small  semi-annual  payments, 
which  exceed  the  declared  interest  rate  by  a  small  amount.     They  are  sold 
by  the  members  in  the  open  market,  and  all  of  the  members  are  jointly  re- 
sponsible for  them. 


Through  these  associations,  which  cover  the  entire  country,  credits 
became  extremely  easy.     During  the  halcyon  days  of  Danish  agriculture  when 
the  demands  of  the  English  market  seemed  unlimited,  the  loan  limit  on 
Danish  agricultural  property  was  forced  upward  and  agricultural  develop- 
ment was  encouraged.    As  the  loans  were  so  easily  obtainable,  however,  an 
incautious  use  of  money  in  investments  made  itself  manifest.    Many  of  the 
owners  of  small  holdings,  after  they  had  redeemed  the  Government  bonds, 
took  up  loans  in  the  Credit  Associations.     They  invested  heavily  in  order 
to  increase  the  intensive  utilization  of  their  land.     As  the  value  of  such 
land  is  relatively  higher  than  that  of  the  larger  holdings,  it  was  easy 
to  obtain  credit. 


The  encumbrances  rose  steadily  while  the  property  values  fluctuated 
for  a  time  and  then,  under  the  influence  of  the  curtailment  of  opportuni- 
ties for  the  sale  of  Danish  agricultural  products,  dropped  abruptly  as 
shown  by  the  .following  estimates. 

Estimated  assessed  value  of  all  Credit  Mortgage  value 

Year    agricultural  property,  including       Associations'        as  percent  of 
buildings s  stock,  and  equipment      mortgages  on,  same,    assessed  value 


Kroner  Kroner  Percent 

1895  3,450,000,000  1,275,000,000  37.0 

1900  2 , eOO , 000 , 000  1,150,000,000  41.1 

1913  4,500,000,000  1,550,000,000  34.4 

1920  8,200,000,000  3,000,000,000  36.6 

1932  5,400,000,000  3,500,000,000  64.8 

1935  4,420,000,000  3,800,000,000  86.0 
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These  mortgage  values  include  all  property;  but,   since  part  of  it 
is  free  of  encumbrance,   it  will  be  seen  that  some  of  the  farm  land  is 
mortgaged  far  beyond  its  present  assessed  value.     The  assessed  values  have 
varied  according  to  the  earning  capacity  of  the  land,  but  this  natural 
adjustment  was  feasible  and  easily  carried  out  only  as  long  as  the  land 
was  not  excessivley  encumbered.     As  soon  as  holdings  became  overburdened 
with  mortgages,  an  adjustment  of  land  values  to  correspond  to  the  earning 
capacity  became  extremely  difficult.     The  solution  of  this  problem  would 
seem  to  require  strong  measures,   such  as  the  proposed  enforced  reduc- 
tion of  the  value  of  Credit  Association  bonds. 

The  limited  earnings  of  the  landholdings  seem  to  have  had  little 
effect  on  the  sa.le  price  of  land,  which  is  considerably  higher  than  the 
assessed  value.     Below  is  given  a  table  indicating  the  assessed  land 
values  including  ground,  buildings,  stock,  and  equipment,  and  the  corre- 
sponding sales  prices.     These  figures  are  published  by  the  Banish  Econom- 
ic Agricultural  Bureau. 


Assessed  value  Sale  price 

Year  per  hectare  per  hectare 

Kroner  Kroner 

1916-17  2,395  3,016 

1920-21  2,887  4,038 

1924-25  2,691  3,819 

1927-  28  2,453  3,033 

1928-  29  2,423  3,085 

1929-  30  2,409  3,107 

1930-  31  .        2,408  3,021 

1931-  32  2,454  2,825 

1932-  33  2,097  2,570 

1933-  34  2,065  2,449 

1934-  35  1,974  2,600 

1935-  36  2,017  2,681 


From  these  figures  it  will  be  observed  that  assessed  values  in- 
creased greatly  in  the  years  between  1916-17  and  1920-21  but  that  follow- 
ing the  latter  year  a  recession  sot  in,  which,  while  not  especially  marked 
from  1927-23  to  1931-32,  nevertheless  continued  until  1935-36.     Land  prices 
are  conspicuous  for  their  close  correlation  with  assessed  values,  but  it  is 
interesting  to  note  that  prices  rose  to  greater  heights  than  did  the  of- 
ficial valuations  and  that  from  1927-28  to  1929-30,  v/hen  values  were  com- 
paratively stable,  prices  showed  a  tendency  to  rise. 

The  average  assessed  values  and  sales  prices  per  hectare  of  agri- 
cultural property  according  to  size  of  holdings  for  1931  and  1934  are 
given  on  the  following  page. 
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Size  of  holding 

Assessed  value 

Fare ha 

se  price 

per 

hectare 

per  '. 

hectare 

1931 

1934 

1931 

1934 

Kroner 

Kroner 

Kroner 

Kroner 

Under  10  hectares 

3, 184 

2,  632 

4,099 

5,503 

From  10  to  19  hectares 

2,345 

2,080 

2 , 908 

2 ,  660 

"    20  to  29  " 

2,328 

1,926 

2,^56 

2,342 

"     30  to  <±9  " 

2,068 

1,  700 

2,411 

2,108 

»     50  to  99  I' 

1,887 

1,605 

2,152 

2,016 

100  hectares  and  over 

1,878 

1,561 

2,122 

1,865 

It  is  interesting  to 

observe 

that  there 

is  comparatively 

little 

uniformity  in  the  behavior  of  prices  and  assessed  values  of  holdings  of 
different  sizes.     For  instance,   the  official  value  of  holdings  in  the  10- 
to  19-hectare  classification  decreased  relatively  less  than  that  of  smaller 
or  larger  farms,  and  on  the  price  side  the  best  record  is  attained  by  the 
50-  to  99-Lectare  5-oup.     The  ultimate  conclusion,  however,  must  be  that, 
while  land  prices  have  fallen,   the  drop  is  insufficient  to  correspond 
with  the  fall  in  the  earning  power  of  agricultural  property.     This  con- 
clusion is  suggested  by  the  components  of  the  current  "i^uation;  namely, 
heavy  encumbrance,   increasing  competition,  and  restriction  of  markets,  all 
pointing  to  falling  prices  and  reduced  profits. 

Earning  power  as  measure  of  results 

Another  key  to  the  results  of  the  settlement  schemes  ordinarily 
might  be  expected  to  appear  in  the  earnings  of  small  holdings.     In  order 
to  get  a  clear  picture  of  this  phase,  however,  it  is  necessary  first  to 
introduce  some  "background"  material,  part  of  which  may  be  repetitious. 

The  land  settlement  legislation  has  grown  during  a  period  of  inr 
tensive  development  of  animal  husbandry  in  Denmark.     Both  Germany  and 
England  until  a  few  years  ago  were  ready  to  take  all  the  animal  products 
that  Denmark  could  produce;   fodder  stuffs  were  imported  in  large  quan- 
tities and  Danish  agricultural  holdings,  especially  the  email  ones,  be- 
came centers  for  the  production  of  animal  products  on  a  scale' which 
earned  for  them  the  name  of  factories.     Eighty  percent  of  all  Danish 
exports  consisted  of  agricultural  products,  of  which  more  tnan  four- fifths 
were  sold  to  England.     Under  these  circumstances  the  small  landholdings 
prospered. 

The  value  of  agricultural  exports  declined  sharply  from  1929  to 
1932,  but  a  recovery  has  been  noted  in  the  last  3  years.     Yfnile  the  value 
of  exports  declined,  the  quantities  shipped,  with  the  exception  of  bacon, 
were  about  the  same.     The  drop  in  the  price  of  butter  was  especially 
severe,  while  the  price  of  bacon  did  not  decline  appreciably. 
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Beginning  about  1926  the  Balkan  countries  and  Poland  subsidized 
their  hog  industries  and  became  competitors  with  Denmark  in  the  British 
bacon  market.    The  Netherlands  also  developed  the  exportation  of  bacon 
to  Great  Britain  following  restrictions  imposed  by  the  latter  on  imports 
of  fresh  pork. 

At  the  beginning  of  1933,  Great  Britain  placed  a  quota  on  the 
imports  of  bacon  from  countries  other  than  the  British  Dominions,  heavy 
duties  on  eggs,  and  a  duty  on  butter  amounting  to  about  one-tenth  of  its 
value,  whereas  butter  from  the  Dominions  came  in  free.    At  about  the  same 
time,  Germany  placed  an  embargo  on  livestock,  of  which  in  previous  years 
about  120,000  head  per  year  had  been  admitted  from  Denmark.    Other  smaller 
markets,  which  formerly  had  received  Danish  agricultural  products,  were 
also  closed.     In  consequence,  the  country  was  forced  to  bring  livestock 
production  into  line  with  effective  demand  in  order  not  to  undermine  the 
market  for  slaughterhouse  products.     With  regard  to  prices,  conditions  im- 
proved in  1934  and  thereafter,  but  there  is  little  hope  of  returning  to 
the  predepi ession  volume  of  agricultural  exports.     Since  February  1933 
Danish  bacon  exports  to  England  have  been  reduced  by  about  45  percent. 
The  British  Government  is  now  contemplating  changes  in  its  pork  import 
policy  which  might  provide  a  somewhat  larger  market  for  Danish  products. 
Such  changes  probably  would  involve  the  imposition  of  an  import  duty  on 
non-Empire  pork,  which  heretofore  has  been  duty  free,  but  larger  import 
quotas. 

The  reduction  in  livestock  numbers  as  a  means  of  coping  with  the 
critical  situation  is  pictured  in  the  following  tabulation: 


July  15 

Cattle 

Hogs 

Number 

Number 

1929 

3,036,400 

3, 618,100 

1930 

3,057,400 

4,871,900 

1931 

3,208,300 

5,453,500 

1932 

3,237,400 

4,886, 300 

1933 

3,134,300 

4,407,300 

1934 

3,061,500 

3,061,300 

1935 

3,072,000 

3,025,000 

1936 

3,116,000 

3, 503,000 

International  Institute  of  Agriculture,  Rome. 

The  reduction  in  cattle  numbers  has  not  been  great.     It  has  been 
brought  about  partly  by  curtailment  of  breeding  operations  but  chiefly  by 
a  program  of  slaughtering  the  old  and  unproductive  cows  and  destroying 
diseased  animals. 


Danish  Land  Legislation 


63 


On  the  other  hand,  the  reduction  in  hog  numbers  "by  means  of  the 
pig  scheme  has  been  drastic  and  rapid  since  1932.    This  scheme  is  a  Govern- 
ment measure  designed  to  prevent  the  processing  of  "bacon  hogs  in  numbers 
greater  than  can  be  disposed  of  profitably  on  the  British  and  home  markets. 
The  very  low  prices  paid  for  all  surplus  hogs  and  the  special  fees  collected 
when  such  hogs  are  slaughtered  have  operated  to  limit  breeding  to  a  consid- 
erable extent,  whereas  added  impetus  to  tre  reduction  of  hog  numbers  was 
given  in  1933  by  special  steps  taken  to  dispose  of  surplus  hogs  in  foreign 
markets. 

The  livestock  industry  in  Denmark  is  on  a  highly  intensified  basis 
and  tends  to  be  of  greatest  importance  on  the  smaller  landholdings .  The 
following  data  are  illustrative  of  the  incidence  of  the  reduction  in  the 
animal  population.     It  will  be  observed  that  the  average  number  of  hogs  per 
100  hectares  on  all  farms  has  fallen  tut  43.9  head,  while  on  the  holdings 
under  10  hectares   ;he  number  has  been  reduced  by  81.6,  and  on  holdings  of 
10  to  19  hectares  by  57.7  head  per  100  hectares. 


Number  of  he c tares  per  farm 


.Animal  per 

Under 

10- 

20- 

30- 

50- 

100 

Aver- 

100 hectares 

Year 

10 

19 

29 

49 

99 

and 

age 

over 

Milk  cows 

1933 

91.5 

71.4  ' 

63.9 

56.5 

50. 

u 

44.1 

63.7 

1934 

38.7 

69.0 

62.6 

55.6 

48. 

5 

43.5 

62.0 

Young  cattle 

1933 

50.0 

59.6 

56.4 

53.0 

45. 

7 

25.1 

51.5 

1934 

50.4 

58.9 

57.1 

51.7 

45. 

9 

35*5 

51.4 

Hogs 

1933 

240.7 

179.5 

175.7 

145.3 

129. 

6 

74.9 

161.9 

1934 

159.1 

121.8 

122.6 

101.4 

92. 

3 

71.4 

113.0 

It  must  not  be  assumed  that  the  curtailment  of  livestock  production 
is  in  any  way  an  outgrowth  of  the  settlement  laws.     It  is,  rather,  as  pre- 
viously stated,  the  result  of  deliberate  efforts  so  to  control  marketing 
that  actual  production  of  animals  will  be  brought  into  lino  with  an  arti- 
ficially limited  effective  demand.     Consequently,  in  measuring  results 
under  the  laws,  the  earnings  yardstick  tends  to  be  badly  warped.  Neverthe- 
less, it  is  worth  while  to  examine  the  records  of  earnings  if  for  no  other 
reason  than  to  see  what  changes  have  come  about. 

In  order  to  furnish  an  idea  of  the  make-up  of  gross  earnings  from 
Danish  agriculture,  a  table  skewing  gross- earnings  inJcrrmer  per  hectare 
since  L928--23  is  given  on  the  following,. page. 
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Number  of  hectares  per  farm 


Period 

Under  10 

10-19 

20-29 

30-49 

50-99 

100  and 

over 

Kroner 

Kroner 

Kroner 

Kroner 

Kroner 

Kroner 

29  to  1932-33 

1,035 

701 

660 

577 

505 

453 

1932-33 

816 

573 

557 

472 

.421 

379 

1933-34 

792 

v§71 

.512 

449, 

<415_ 

1934-35 

854 

527" 

439 

1935-36 

923 

575 

463 

The  gross  earnings  per  hectare  decrease  with  the  increase  in  the 
size  of  the  farm,   and  it  is  exclusively  through  the  proportionately  large 
production  of  livestock  that  the  small  holdings  have  the  largest  gross 
earnings  per  unit  of  area.     On  holdings  under  10  hectares  in  size,  more 
than  83  percent  of  the  gross  earnings  is  derived  from  livestock  and  only 
about  5  percent  from  grains.     On  farms  100  hectares  or  more  in  size,  gross 
returns  from  livestock  constitute  less  than  70  percent  of  total  gross 
earnings  and  grain  almost  30  percent. 

The  violence  of  the  change  in  earning  power  is  even  greater  than 
indicated  "because  the  average  for  1928-29  to  1932-33  is  affected  as  much 
by  the  extremely  low  gross  incomes  of  the  depression  years  as  by  the  high 
figures  at  the  beginning  of  the  period.     The  low  point  in  earnings  per 
hectare  appears  to  have  occurred  in  1933-34.    A  rise  has  "been  noted  during 
the  past  2  years  "because  of  more  favorable  prices. 

A  distribution  of  net  earnings  for  1933-34  among  the  various  sizes 
of  holdings  indicates  that  those  under  10  hectares  in  area  are  the  most 
productive  in  income  per  hectare.     On  the  "basis  of  the  percentage  of  profit 
on  the  assessed  value  and  sales  value,  however,  the  property  in  the  50-  to 
99-hectare  classification  ranks  first,  probahly  as  a  result  of  two  factors. 
First,  there  is  less  actual  dependence  on  livestock  on  these  farms  and  more 
on  grains  and  field  crops,  which  suffered  less  in  the  recent  crisis  than 
did  those  commodities  having  exportable  surpluses.     Second,  material  im- 
provement in  prices  with  consequent  aid  to  producers  of  stT.gar  beets  as  a 
cash  crop  was  effected  by  the  Government- sponsored  sugar  monopoly. 

Earning  power  of  the  farms  does  not  provide  a  good  measure  of  the 
results  of  land  legislation,  particularly  in  recent  years.     This  is  due 
to  the  introduction  of  numerous  relief  measures  designed  to  counteract 
the  effects  of  the  depression  and  the  loss  of  export  outlets. 

Desired  check  on  migration  o f  farm  labor  did  not  materialize 

In  view  of  the  fact  that  the  fundamental  purpose  of  the  land  set- 
tlement legislation  has  been  fully  as  much  to  check  the  migration  of  farm 
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labor  as  merely  to  satisfy  its  land  hunger,  probably  no  measure  of  re- 
sults is  more  useful  than  data  regarding  population  movements.     The  fig- 
ures published  by  the  Danish  Statistical  Department  for  the  population 
of  Denmark  from  1830  up  to  the  present  time  are  given  in  the  table  below: 


Total  population 
Year         according  to  census 

Number 

1880  1,969,039 

1890  2,172,360 

1901  2,449,540 

1911  2,757,075 

1921  3,267,831 

1930  3,550,655 


Total  engaged 
in  agriculture 

Number 
1,028,000 
1,031,000 
1,004,000 
1,086,000 
1,077,000 
1,109,000 


Percentage  of  total 
population  engaged 
in  agriculture 
percent 

52 
47 

'  "..  .41 
39 
33 
31 


The  data  indicate  that,  in  spite  of  all  the  legislation  to  encour- 
age the  rural  population  to  remain  in  the  country,  the  movement  to  the 
urban  districts  has  continued.     Since  1880  the  population  actively  en- 
gaged in  agricultural  pursuits  has  remained  practically  stationary.  The 
percentage  of  the  population  engaged  in  agriculture,  however,  has  declined 
steadily. 

i 

It  is  principally  for  the  encouragement  of  young  people  without 
property,  who  receive  thorough  training  and  ere  fitted  to  take  over  land 
^holdings  and  operate  them  independently,  that  the  legislation  mentioned  in 
this  report  has  been  passed.     In  spite  of  the  comparatively  large  amounts 
expended  to  procure  holdings  and  the  very  attractive  terms  offered,  many 
of  the  qualified  young  agricultural  workers  have  moved  to  the  urban  dis- 
tricts instead  of  taking  up  holdings.     This  migration  is  due  in  part  to 
the  fact  that  they  have  not  been  able  to  save  up  even  the  small  capital 
required  to  make  an  independent  start,  and  in  port  to  the  fact  that  there 
has  not  been  sufficient  State-owned  Land  properly  located  for  distribution. 
The  land  acquired  by  the  State  from  the  glebe  lands  and  the  entailed 
estates  was  exhausted  in  1932.     The  supply  of  land  which  can  be  parceled 
out  in  small  holdings,  'however,  is  far  from  exhausted.     Within  the  last 
few  years  about  35,000,000  kroner  have  been  expended  for  draining  inundated 
areas  and  meadow  lands  to  make  them  arable. 


Summary  and  Appraisal 

In  conclusion,  it  appears  that  Denmark  has  built  up  its  agricul- 
tural production  on  a  scale  too  large  and  too  costly  for  present-day 
needs.     In  doing  so,  the  land  has  been  burdened  with  debt  to  the  extent 
that  interest  charges  and  amortization  are  out  of  all  proportion  to  its 
productive  power.     This  situation,  aggravated  by  restriction  of  markets 
and  the  world  crisis  generally,  brought  the  Danish  farmer  to  a  condition 
of  real  distress  from  which  the  Government  is  striving  to  lift  him  by 
various  farm-aid  schemes. 
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Notwithstanding  the  fact  that  in  1935  the  population  actually  en- 
gaged in  agriculture  was  larger  than  ever  "before,  the  settlement  schemes 
are  considered  to  have  "been  only  partially  successful  in  checking  the 
migration  of  farm  labor  to  the  industrial  centers.     It  is  generally  ad- 
mitted, however,  that  they  probably  did  retard  the  rate  of  the  movement  of 
population  away  from  the  farm  in  the  face  of  a  marked  industrial  expansion. 
Denmark  is  now  actually  on  an  export  basis  with  respect  to  certain  indus- 
trial products  formerly  purchased  from  abroad  and  is  producing  progressively 
more  of  the  industrial  goods  required  at  home.     The  increase  in  rural  popula- 
tion may  mean  that  the  land  legislation  tended  to  relieve  unemployment 
during  the  crisis  by  offering  new  incentives  to  workers  to  stay  on  the 
farms.     It  is  probably  true  that  unemployment  also  was  reduced  by  labor  re- 
quirements for  farm  buildings  erected  with  funds  loaned  by  the  Government. 

The  Danish  farmer  is  now  feeling  with  greater  intensity  the  pinch 
of  high  costs  caused  by  the  growth  of  a  protected  domestic  industrial 
system  and  has  himself  demanded  protection,  with  the  consequence  that 
sugar  and  potatoes  now  are  handled  on  a  monopoly  basis  and  import  taxes 
are  levied  on  foreign  grains.     These  measures  have  resulted  in  higher  liv- 
ing costs.     The  continued  restriction  of  export  markets  is  likely  to  ren- 
der uncontrolled  production  of  livestock  unprofitable.    Protection  from 
low-cost  foreign  grain,  however,  may  result  in  a  gradual  increase  in  grain 
production  for  both  human  and  animal  consumption.     It  is  difficult  to  see 
just  what  effect  such  a  shift  will  have.     On  the  one  hand,  land  prices  are 
already  out  of  line  with  earning  capacity  and,  on  the  other,  the  small 
holdings  are  too  small  for  profitable  production  of  grain  and  most  of  them 
are  so  located  that  they  cannot  be  enlarged. 

A  sort  of  financial  guardianship  over  much  of  the  farm  land  has 
evolved  from  the  land  settlement  program  of  the  past  37  years.     This  de- 
velopment seems  more  likely  to  increase  than  to  diminish,  as  evidenced  by 
farm  debt  moratorium  legislation  and  recent  successful  efforts  to  convert 
mortgage  bonds  to  a  lower  interest  basis.     There  is  also  much  agitation 
for  a  scaling  down  of  land  encumbrances  by  a  systematic  reduction  in  the 
value  of  the  mortgage  bonds.     In  any  case,  it  is  evident  that  proprietor- 
ship of  Danish  land  is  following  a  cyclical  course,  which  now  inclines 
toward  the  past.    Whereas  a  few  centuries  ago  nearly  all  public  land  was 
transformed  into  entailed  estates,  many  of  these  have  since  been  confis- 
cated and  again  allotted  as  small  holdings,  of  which  the  Government  still 
claims  to  be  the  real  owner. 


6? 


SOUTH  AFRICAN 

AGRICULTURAL  POLICY  .   .   .  . 

  By  A.  T.  Murray* 

Direct  Government  export  subsidies  and  export  bounties 
resulting  from  the  operation  of  commodity  marketing  schemes 
have  been  increasingly  prominent  features  of  South  African 
Agricultural  Policy  during  the  past  decade.    Production  of 
some  commodities  has  been  so  increased  as  to  force  material 
changes  in  their  marketing  programs.     It  is  apparent,  however, 
that  the  commodity  marketing  schemes  will  continue  prominent 
in  South  African  agriculture.     Direct  Government  export  sub- 
sidies have  tended  to  decline  as  the  system  of  marketing 
schemes  has  expanded.     The  South  African  Agricultural  program 
tends  to  improve  the  competitive  position  of  that  country' s 
exports  and  is  facilitated  by  the  British  policy  of  prefer- 
ential tariff  rates  on  Empire  products.     Moreover,   the  United 
Kingdom  is  the  principal  export  market  for  most  S^uth  African 
agricultural  products.     The  fact  that  Great  Britain  places 
no  restriction  on  imports  of  subsidized  Empire  products  is 
an  important  reason  for  the  maintenance  of  the  South  African 
subsidy  system. 

Agriculture  and  mining  are  the  leading  South  African  industries. 
For  many  years  the  national  income  has  been  derived  mainly  from  the  ex- 
portation of  gold,  diamonds,  and  other  minerals,  and  these  were  the  center 
of  official  interest.     Agricultural  exports  attracted  little  attention, 
although,  with  few  exceptions,   South  Africa  exports  a  large  share  of  its 
farm  products.     Broadly  speaking,  in  the  period  beginning  with  the  es- 
tablishment of  the  Union  in  1910    and  to  about  1922,  agricultural  policy 
was  concerned  primarily  with  the  problems  of  production  technique.  With 
the  exception  of  a  moderate  tariff,  there  was  little  legislation  directly 
affecting  farm  prices.     In  the  earlier  part  of  this  period,   the  Govern- 
ment was  concerned  mainly  with  immigration,   land  settlement,  transporta- 
tion, and  irrigation.     Later  this  interest  broadened.     An  increasing 
volume  of  legislation  was  developed  to  deal  with  pest  and  disease  eradi- 
cation,  stock  registration,  grading  and  inspection  of  export  products, 
and  provisions  for  agricultural  education  and  agricultural  credit. 

In  more  recent  years,  emphasis  has  been  placed  especially  upon 
legislation  affecting  farm  prices,  and  the  export  problem  has  gradually 
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assumed  greater  importance.     Probably  the  year  1922  marks  the  "begin- 
ning of  the  period  of  such  emphasis.     In  that  year,   the  Government 
undertook  to  foster  the  tendency  toward  increased  cooperative'  mar- 
keting.    By  1924,   the  first  of  the  commodity  marketing  schemes,  now 
so  important  in  South  African  economy,  was  inaugurated.  Several 
additional  schemes  followed  within  a  few  years,  but  progress  in  this 
direction  was  slight  until  1930.     Efforts  were  made,  however,   to  im- 
prove general  trade  relations  with  the  United  Kingdom  and' also  with 
the  other  Dominions.     Along  this  line,  the  Tariff  Act  of  1925  ex- 
panded and  clarified  the  Union's  position  on  imperial  preference . 
Various  measures  were ' taken  to  improve  the  quality  and  attractiveness 
of  agricultural  export  products.     In  general,   the  development  of 
agricultural  trade  progressed  rather  satisfactorily  until  the  collapse 
of  prices  in  1929,  an  occurrence  which  greatly  expanded  Government 
participation  in  commodity  marketing. 

Drastic  action  was  regarded  as  necessary  as  the  depression 
continued,  with  most  commodity  prices  falling  considerably  below  their 
pre-war  level.     In  his  1932  Annual  Report,  the  Secretary  for  Agricul- 
ture and  Forestry  commented  that  prices  of  wool,  the  most  valuable 
agricultural  export  item,  were  50  percent  below  the  cost  of  production. 
Most  farm  prices  probably  reached  bottom  in  the  fiscal  year  1933-34 
and  then  began  to  improve  moderately.    Unfavorable  agricultural  con- 
ditions, however,  continue  to  be  a  major  concern  of  the  Government, 
which  has  tried  to  meet  the  situation  primarily  through  a  system  of 
export  benefit  payments. 

The  policy  of  export  benefit  payments  has  resulted  to  some  ex- 
tent in  narrowing  the  export  market  for  South  African  products  but, 
at  the  same  time,   in  increasing  the  exportable  volume  of  some  commod- 
ities.    The  United  Kingdom  has  been  the  major  export  outlet,  especially 
since  tariff  preferences  are  granted  by  that  country  on  South  African 
products.     In  1934  and  1935  from  70  to  74  percent  of  the  South  African 
exports  of  foodstuffs  alone  went  to  the  United  Kingdom.     The  practice 
of  paying  export  benefits  has  tended  to  confine  exports  to  the  British 
market,  where  they  do  not  encounter  countervailing  duties.     Even  some 
of  the  countries  comprising  the  British  Empire  have  objected  to  re- 
ceiving exports  made  under  such  conditions. 

The  extensive  system  of  export  aids  is  designed  to  meet  the 
major  agricultural  marketing  problem:     the  dependence  of  South  African 
agriculture  on  the  export  market.     Hence,  farm  prices  are  largely  de- 
pendent upon  world  prices,   and  an  unsatisfactory  export  market  has 
been  regarded  as  a  major  obstacle  to  farm  recovery.     These  conditions 
have  prompted  South  Africa  to  follow  a  course  of  action  sharply  dif- 
ferent from  that  developed  in  countries  where  domestic  consumption 
accounts  for  a  relatively  large  share  of  the  output.     Thus,  production 
control  as  a  major  price-raising  device  has  been  given  little  con- 
sideration. 
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Development  of  Export  3e nefit  Payments 

Export  "benefit  payments  are  made  in  two  forms:     (l)  an  out- 
right subsidy  financed  by  the  Union  Treasury;  or  (2)  a  bounty  ac- 
cruing from  the  operation  of  a  marketing  scheme.     In  the  latter  case, 
the  bounty  may  be  a  direct  payment  on  exports  from  funds  raised  "by 
a  tax  on  tne  total  output,  or  it  may  De  an  indirect  benefit  resulting 
from  devices  to  sustain  the  domestic  price  at  levels  higher  than  the 
prevailing  export  prices.     In  the  following  pages,  the  term  "subsidy" 
always  refers  to  a  direct  payment  from  the  nations!  treasury,  while 
""bounty"  refers  to  payments  made  as  a  result  of  the  operation  of  a 
marketing  scheme.     To  supplement  and  support  the  export  benefit  pay- 
ment system,  import  quotas  and  anti-dumping  duties  have  been  set  up. 
Partly  for  the  purpose  of  immediately  improving  commodity  prices, 
So"»th  Africa  abandoned  the  gold  standard  in  1932.     Parliament  also 
made  loans  available  to  farmers  to  meet  the  credit  stringency  devel- 
oped in  1931  and  1932. 

Export  subsidies 

Passage  of  the  Export  Subsidies  Act  of  1931  marked  the  begin- 
ning of  the  South  African  policy  of  paying  export  subsidies.     The  main 
purpose  of  this  act  was  to  compensate  farmers  for  expert  disadvantage 
suffered  in  the  important  British  market  when  the  United  Kingdom  left 
the  g^ld  standard  in  September  1931.    Probably  a  secondary  purpose  was 
to  encourage  exports  in  order  to  protect  the  South  African  gold  stand- 
ard by  establishing  a  merchandise  export  surplus. 

Under  the  terms  of  the  act,  the  Minister  of  Finance  in  1931  auth 
orized  the  payment  of  subsidies  on  a  long  list  of  commodities.     The  sub 
sidies  were  to  be  paid  for  a  period  of  12  months.     The  Government ,  how- 
ever, is  still  paying  subsidies  on  much  the  same  commodities,  although 
at  sharply  reduced  rates.    Major  reductions  in  the  rates  were  made  in 
May  1934,  March  1935,  and  March  1936,  under  the  amendments  of  the  Fi- 
nancial Adjustments  Act,  1932,  and  1933,  and  the  Export  Subsidies  Act, 
1934.    A  notable  exception  to  the  general  tendency  to  rs&'uoe  subsidies 
is  the  bounty  on  meat  exports.     In  line  with  the  Government's  policy 
to  encourage  beef  exports  to  the  United  Kingdom,  this  trade  is  heavily 
subsidized.     In  addition  to  the  Government  subsidy,  the  beef  marketing 
scheme  also  provides  an  export  bounty. 

The  Government  wants  the  subsidies  to  go  to  the  producers  rather 
than  to  the  processors  or  shippers.     Consequently,  in  the  administra- 
tion of  the  act  it  has  been  assumed  that  the  identity  of  the  producer 
can  be  maintained  to  the  point  of  exportation.     The  commodities  on 
which  subsidies  are  paid  are  divided  into  two  schedules.     Schedule  I 
lists  the  commodities  regarded  as  difficult  to  identify  with  respect 
to  individual  producers.    Unless  the  exporter  can  produce  a  receipt 
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indicating  that  he  has  paid  the  boi 
is  allowed  for  the  following  items 

Animals,  living 
Rah bit  wool 
Beans,  peas,  lentils 
Calabash  howls 
Cereals,  except  wheat 
Cottons      d  linters 
Flowers  and  plants 
Fruits,  fresh 
Fruit  trees 

UNION  OF  SOUTH  AFRICA:  Specific 


nty  to  the  farmer,  no  subsidy  claim 
listed  under  Schedule  I: 

Peanuts 

Honey 

Huts 

Popcorn 

Seeds 

Tea 

Tobacco,  leaf 
Vegetables,  fresh 

subsidy  rates  for  specified  periods 


;                     !  Former  subsidy  ■  Present  subsidy 

Commodity           \      Unit         j       Period  in       j  Rate  !  Effect- ;  Rate 
 |                      !           effect         \     a/  live  date  ;  a/ 

I                     I                              !  Cents  :  ;  Cents 

Eggs  :  Per  case      :  8/27/35-8/26/36:  76.7  :  8/27/36]  38.4 

:  of  30  doz.  i                       :  •  j 

Corn  :  Per  bag  of  •  7./l/35-6/30/35   j  24.2  j  7/l/36   j  12.1 

■  200  lb.  net!                             ;  j  ! 

Corn  products  j  Per  bag  of  i  7 /l/35- 6/30/36   ;  24.2  j  ?/l/36   i  12.1 

!  193  lb.  neti                              j  i  \ 

Popcorn  i  Per  bag  of;  12/l/35-ll/30/36     8.0  il2/l/36   j  4.0 

i  200  lb.  net;                              i  i  j 

Wool  and  mohair. . .  i  Per  pound    ■  7/l/35-6/30/36   i     1.4  ;  7/l/36   j  0.7 

Fruit,  fresh:  j  !  ;  ■ 

Citrus  fruit  ■  Per  ton  b /  !  5/l/35-4/30 /36   ;549.3  ■  5/l/36   :  274.6 

Grapes  j  Per  ton  h/  :  12/l/35-ll/30/36;i034.0  j  12/l/36:  517.0 

Deciduous  fruit,  j  Per  ton  h  /  :  12/l/35-ll/30/36,;775. 5  j  12/l/36:  387.7 

Pineapples  j  Per  ton  h/  ;  12/1/35- 1 1  /  30/36! 517 . 0  i  12/1/36  •  258.5 

Litchies  j  Ad  valorem  ;  12/l/35-ll/30/36:     10$  \  12/l/36;  5)'o 

Fruit  products:        i                     j  !  ; 

Crushes  :  Per  case     :  12/1/35-11/30/36:  32.3  :  12/1/36;  16.2 

i  of  4  gal.    ■                        :  :  • 

Crushes, in  casks  ■  Per  gallon:  12/l/35-ll/30/36:    8.0  ;  12/1/36;  4.0 

Juices  ;  Per  gallon:  12/1/35-11  /30./3  6:     3.2  ■  12/l/36  j  1.6 

Preserves  •  Per  pound    :  12/1/35- 11  /30/3 6;    0.6  \  12/l/36  j  .0.3. 

Tobacco,  leaf  j  Ad  valorem  j  12/l/35-ll/30/36;     10$  \  12/l/36  i  5$ 


Compiled  from  the  union  of  South  Afiica  Government  Gazette, 
a/  Co  aversions  to  United  States  currency  made  at  average  annual  ex- 
change rate  for  1935,  L  =  $4.8466. 
b/  Tons  of  40  cubic  feet. 
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The  rates  of  the  direct  export  subsidies  have  been  progressively 
decreased  in  recent  years,  and  the  Government  has  announced  their 
eventual  disappearance  after  1937.  On  the  other  hand,  the  tendency  has 
been  to  establish  new  schemes  involving  the  payment  of  direct  or  in- 
direct export  bounties.  It  seems  probable,  therefore,  that  the  market- 
ing scheme  as  a  method  of  Government  aid  will  become  comparatively  more 
important  in  the  immediate  future. 

One  important  difficulty  in  the  operation  of  the  marketing 
schemes  has  resulted  from  increased  production.     This  situation  has 
been  created  mainly  by  the  stimulating  effect  of  higher  prices.  Ab- 
sence of  direct  production-control  measures  is  characteristic  of  the 
South  African  agricultural  policy.     In  the  case  of  some  commodities, 
as  for  example  wheat,  sugar,  wine,  butter,  and  cheese,  the  increased 
production  has  seriously  threatened  the  successful  operation  of  t he- 
schemes. 

The  marketing  schemes  have  afforded  immediate  substantial  as- 
sistance to  agriculture,  in  spite  of  the  difficulties  encountered  in 
operating  some  of  them.    While  the  amount  of  direct  Government  aid  to 
marketing  is  indicated  in  Government  reports,  it  is,   of  course,  dif- 
ficult to  ascertain  the  actual  amount  of  assistance  derived  from 
marketing  schemes.     Such  an  estimate,  however,  was  made  for  1933  by 
Professor  C.  S.  Richards,  of  the  University  of  Wit waters rand,  Union 
of  South  Africa. 1/    Professor  Pichards  believes  that  a  conservative 
estimate  of  the  aggregate  cost  to  consumers  resulting  from  the  control 
of  the  domestic  price  of  wheat,  corn,  sugar,  butter,  and  cheese  for 
1933  was  about  £3,693,000  ($15,325,000).     The  Government  expended  about 
LI, 779,000  ($7,382,000)   that  year  in  export  subsidies.     Por  1933,  at  least, 
indirect  bounties  were  more  important  to  agriculture  than  export  subsidies. 

Effects  of  export  benefits  on  national  income 

One  of  the  important  results  of  recent  South  African  agricul- 
tural policy  has  been  the  diversion  of  a  larger  share  of  the  national 
income  to  agriculture.     The  depression  accentuated  the  different  posi- 
tions of  certain  groups  in  the  national  economy.     For  example,   the  gold 
mining  industry,  which  produces  a  large  share  of  the  world's  total  gold 
output,  has  enjoyed  a  considerable  degree  of  prosperity.     The  industry 
became  particularly  prosperous  when  a  premiun  was  placed  on  gold  because 
of  the  depreciation  of  currencies  throughout  the  world.     This  situation 
contrasted  sharply  with  the  position  of  agriculture,  by  which  about  half 
the  European  population  of  South  Africa  obtains  a  livelihood.     A  large 
share  of  the  costs  of  the  agricultural  program  has  been  met  by  increas- 
ing taxes  on  gold  mining. 


1/   The  South  African  Journal  of  Economics,   September  1935. 
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Two  economic  groups  are  immediately  concerned  with  the  costs  of 
the  agricultural  program.-   In  the  case  of  direct  Government  subsidies, 
the  gold-mining  industry  is  particularly  concerned  since  it  is  one  of  the 
main  sources  of  Government  revenue.     For  example,   in  the  fiscal  year 
1933-34,.  almost  40  percent  of  the  total  revenue  came  from  that  source. 
The  other  group  comprises  domestic  consumers,  who  are  affected  "by  the 
increased  domestic  prices  resulting  from  the -operation  of  the  marketing 
schemes . 

There  is  some  evidence  of  resistance  to  additional  aid  to  agri- 
culture on  the  part  of  both  groups.     With  respect  to  the  domestic  con- 
sumer group,  the  Minister  of  Agriculture  and  Forestry  has  the  following 
to  say  in  his  annual  report  for  1935:     "...I  cannot  therefore  hut  lament 
the  cry  so  persistently  raised  these  days  by  the  urban  consumer  against 
the  farmer.     It  is,  of  course,  readily  admitted  that  some  of  the  farmers' 
relief  measures  entail  an  increase  in  the  price  the  consumer  has  to  pay 
for  fanners 1  products,     I  must  emphatically  state,  however,  that  there  is 
no  intention  whatsoever  of  exploiting  the  towns  for  the  benefit  of  the 
countryside.      Agriculture  in  the  Union  is  at  the  crossroads  and  since 
the  townsman  is,  comparatively  speaking,   in  a  much  more  favorable  posi- 
tion and  as,  in  view  of  the  protectionist  policy  adopted  in  regard  to 
manufacturing  industries,  the  farmer  is  also  required  to  pay  a  higher 
price  for  some  secondary  products,   it  is  only  reasonable  to  expect  the 
urban  consumer  to  contribute  his  share  toward  the  rehabilitation  of  the 
agricultural  industry. ..." 

Gove  ram  en  t  Policy  Toward  Major  Agricultural  Products 

The  dairy  industry 

The  present  regulation  of  the  dairy  industry  is  largely  the  re- 
sult of  wartime  stimulus  to  production.     Shortly  after  the  close  of  the 
war,  export  prices  for  butter  and  cheese  fell  off  sharply,  involving 
heavy  losses  from  export  sales.     As  this  situation  became  increasingly 
serious,  the  Government  instructed  the  Board  of  Trade  and  Industries  to 
investigate  trie  dairy  industry.     In  1927,  after  an  inquiry  that  lasted 
more  than  a  year,  the  Board  submitted  a  comprehensive  report  containing 
a  number  of  recommendations  for  improvement  in  all  phases  of  this  in- 
dustry.    It  was  the  opinion  of  this  Board  that  the  industry's  most  ur- 
gent need  was  the  stimulation  of  the  export  trade  in  dairy  products. 
Largely  as  an  outcome  of  this  report,  the  present  Dairy  Industry  Control 
Board  was  established. 

The  present  scheme  has  been  in  operation  since  1930  under  the 
terms  of  the  Dairy  Industry  Control  Act.     This  measure  created  the 
Dairy  Industry  Control  Board,  which  among  other  functions  administers 
the  marketing  scheme.     Power  is  given  to  the  Board  to  control  internal 


73 


trade,  to  impo-se  a  levy  on  butter  and  cheese  production,  and,  out  of 
the  fund  created,  tc  pay  an  export  bounty.     It  is  also  empowered  to 
establish  an  export  quote,  and  to  compel  tne  export  of  this  amount. 

In  general,  tne  marketing  scheme  operates  to  raise  domestic 
prices  above  export  prices.     The  principal  machinery  to  accomplish 
this  purpose  is  the  power  to  control  domestic  supplies  by  compulsory 
export.     The  plan  at  present  is  embarrassed  by  the  increased  production 
which  drains  funds  available  for  the  export  county.    Production  of 
creamery  butter,  the  leading  dairy  export  item,  rose  from  18,222,000 
pounds  in  1929-50  to  32,902,000  pounds  in  1935-36. 

Up  to  1933,   the  export  bounties  paid  by  the  Board  practically 
absorbed  the  levy  collected.     Tne  export  bounty  rates  on  butter  in  1934 
were  4.5d.   (9  cents),  3.5d.   (7  cents),  and  2.5d.   (5  cents)  per  pound 
for  first-,  second-,  and  third-grade  butter,  respectively.    As  a  result 
of  the  drought,  which  decreased  exports  in  1933,  the  3oard  opened  the 
1934-35  season  with  considerable  accumulated  funds.    Following  the  heavy 
increase  in  production  in  the  1934-35  season,  it  became  necessary  to  re- 
duce bounty  rates  for  butter  by  0.5d.   (1  cent)  per  pound  and  then  by  an 
additional  Id.  (2  cents)  in  all  grades.     In  spite  of  this  reduction  in 
the  rata  on  butter,  not  only  the  current  levy  collections  but  also  the 
reserves  were  exhausted  before  the  season  was  over.     The  bounty  rates 
were  reduced  to  still  lower  levels  in  the  1935-36  season.     In  the  early 
pert  of  1936,   the  rate  was  established  at  2d.  for  first-grade  a.nd  Id. 
for  second-grade  butter.    lairing  the  above  periods  the  bounty  rates  on 
cheese  were  comparatively  stable,  with  rates  for  the  three  grades  at 
about  5d, ,  4d. ,  and  3d. ,  respectively. 

The  Board  appointed  a  committee  to  investigate  the  causes  of 
the  depletion  of  the  levy  funds  and  the  status  of  the  industry  in 
general.     The  committee  reported  that  the  principal  immediate  causes 
were,  first,    that  the  farm  butter  producer  largely  escaped  payment  of 
the  levy  and,   second,   that  the  lerge  movement  of  butter  from  Southwest 
Africa  to  Union  markets  reduced  the  available  domestic  outlet  for  Union 
butter.     The  committee  recommended  that  all  farm  butter  sold  be  subject 
to  the  lavs'-  and.,  furthermore,  that  oversees  exports  of  butter  from 
Southwest  Africa  should  bu;  encouraged  by  the  payment  of  a  subsidy  out 
of  the  general  funds  of  the  Union  Government  in  order  to  reduce  com- 
petition from  that-  source  in  the  Union. 

The  committee  also  recommended  a  general  reorganization  of  the 
industry.    The  report  indicated  that  one  of  the  most  fundamental  weak- 
nesses of  the  dairy  industry  was  the  wide  margin  between  wholesale 
prices  and  farm  prices.     The  operation  of  too  many  creameries  we.s  held 
a.s  one  of  the  reasons  for  the  wide  margin,  a.nd  the  committer  advised 
closing  down  half  of  them.     This  objective  was  to  be  accomplished  by 
the  Government's  appraising  all  existing  creameries  and  buying  up  the 
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superfluous  plants.     The  committee  suggested  that  arrangements  "be  made 
to  encourage  the  ownership  and  operation  of  the  remainder  by  farmer 
cooperatives.     It  also  recommended  the  establishment  of  a  central  selling 
organization  and  the  elimination  of  grading  aouses. 

The  future  development  of  the  industry  was  also  considered  in  the 
report.     It  was  held  that  domestic  prices  had  to  be  kept  above  world 
prices  since  the  South  African  industry  could  not  carry  on  without 
some  form  of  subsidy.    The  committee  felt,  that  the  existing  marketing 
scheme  could  no  longer  be  depended  upon  to  accomplish  this  purpose  as 
production  (?as  likely  to  continue  increasing.     The  industry  could  not 
and  should  not  be  restricted  to  the  domestic  market.     The  present  scheme 
should  be  reorganised  end  the  surplus  dealt  with  by  a  quota  system  in 
which  the  producer  would  bear  a  share  of  the  loss  on  exports. 

Tobacco 

Tobacco  production  in  the  Union  has  been  confined  mainly  to 
requirements  of  the  domestic  market  since  the  early  colonial  period. 
For  at  least  15  years  prior  to  the  control  period,  which  began  in  the 
1925-26  season,  production  was  comparatively  stable,    A  considerable 
part  of  the  tobacco  was  marketed  by  three  long-established  cooperatives, 
which  had  done  much  to  improve  tobacco-marketing  conditions, 

In  1925,  however,  the  Cooperative  Societies  Amendment  Act  was 
passed,  which  provided  that  compulsory  marketing  of  tobacco  through 
farmers'  associations  could  be  imposed  in  any  area  whenever  at  least 
75  percent  of  the  producers  controlling  75  percent  of  the  production  so 
requested  of  the  Minister  of  Agriculture,     In  the  years  immediately  fol- 
lowing the  passage  of  this  act,  new  cooperatives  were  formed  and  exist- 
ing organizations  expanded  their  membership,  mainly  with  the  expectation 
of  controlling  prices  by  means  of  the  monopoly  feature  of  the  act.  Co- 
operatives obtained  control  of  areas  which  represented  about  80  percent 
of  total  production  prior  to  1925. 

A  rapid  increase  in  production,  from  16, 516,000  pounds  in  1925-26 
to  23,102,000  pounds  in  1927-23,  led  to  a  heavy  accumulation  of  stocks 
and  a  serious  crisis  in  the  industry  in  1926,    A  decline  in.  production 
end  a  change  in  price  policy  among  the  cooperatives  in  the  following  2 
years  put  the  industry  in  a  more  favorable  position,    production  in 
1935-36  is  reported  at  the  relatively  large  figure  of  20,386,000  pounds* 

While  the  domestic  market  is  the  main  outlet  for  South  African 
tobacco,  in  some  ye&rs  it  has  been  necessary  to  export  considerable 
quantities  at  unprofitable  prices  in  order  to  - maintain  domestic  prices. 
This  situation  has  been  further  aggravated  by  the  more  rapid  increase 
in  production  in  areas  where  marketing  through  cooperative  associations 
was  not  mandatory.     The  organizations  in  the  compulsory  area  claimed 
that  they  were  bearing  a  disproportionate  share  of  the  surplus,  which 
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had  to  be  disposed  02"  in  the  unfavorable  export  market.     The  Tobacco 
Export  Control  Act,  1932,  provided,  therefore,  that  the  Minister  of 
Agriculture  and  Forestry  might  designate  mandatory  export  quotas, 
which  would  be  borne  by  all  producers. 

The  act  was  emended  in  1905  to  set  up  the  Tobacco  Industry 
Control  Board  with  power  to  levy  a  tax  on  cooperatives,  dealers,  and 
manufacturers.    The  funds  are  .available  lor  an  export  bounty,  improve- 
ment of  the  industry,  and  overseas  advertising. 

Wine  grapes 

A  majority  of  the  wine  growers  in  1917  formed  a  cooperative 
known  as  the  Kooperatieve  Wijnbouwers  Vereniging  (the  K.W.V.),  princi- 
pally for  the  purpose  of  combating  the  depressed  condition  of  the  wine 
market.    Part  of  the  difficulty  in  marketing  the  wine  is  due  to  the 
fact  that  a  large  proportion  of  the  production  is  of  a  quality, 
mainly  suitable  for  distillation.     In  an  effort  to  reduce  the  stocks 
of  this  type  of  wine,  tne  K.W.V.   in  1931  destroyed  about  1,614,000 
gallons,  in  1922  about  6,152,000  gallons,  and  in  1923  about  5,122,000 
gallons . 

In  1924,  Parliament  passed  the  Wine  and  Spirits  Control  Act, 
which  gave  the  K.W.V.  absolute  control  over  all  wines  declared  by 
the  producer  as  distilling  wines,  whether  belonging  to  a  member  or  a 
non-member.     Producers  are  required  to  render  to  the  Association  each 
yea.r  a  statement  of  their  production  of  distilling  wine,  spirits,  and 
brandy.     The  K.W.V.  must  estimate  at  the  beginning  of  each  year  the 
probaole  total  production  and  consumption  of  distilling  wine  for  that 
year  in  the  Union  and  fix  the  price  and  quantity  which  may  be  cold  for 
distillation.    Production  in  excess  of  national  consumption  is  regarded 
as  surplus  wine.    Each  producer  mur/t  deliver  to  the  K.W.V.  the  quantity 
of  distilling  ffins  cr  a  cash  equivalent  :frr»,;;  his  production  as  deter- 
mined by  the  ratio  of  national  production  to  national  surplus.  The 
K.W.V.  may  store,  destroy,  or  distill  the  surplus  for  export.    The  Co- 
operative makes  returns  from  the  sale  of  the  surplus  after  uedxotir.g 
expenses. 

Largely  as  «.  result  of  the  price-fixing  feature  of  this  measure, 
the  trend  of  production  of  distilling  v.ine  and  brandy  manufacture  has 
been  upward.     Figures  for  wine  are  not  ave.ilable  but  bra.ndy  production 
advanced  from  1,684,000  gallons  in  1924  to  2, 67c, 000  gallons  in  1935. 
Stocks  of  brandy  on  hand  January  1,  1935,  were  about  double  those  of 
the  corresponding-  date  10  years  earlier.     Vineyard  acreage  also  in- 
creased, rising  from  57,865  acres  in  1925  to  74,415  e,cres  in  1930. 
About  80  percent  of  the  grape  crop  is  used  in  wine  production.  Since 
June  1928  a  law  has  required  that  all  brandies  sold  must  contain  at 
least  25  percent  of  5-year-old  matured  pot-still  brandy ,  distilled 
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from  approved  wine  and  matured  according  to  Government  regulation. 
This  requirement  increased  for  a  time  the  demand  for  distilling  wine. 
By  1932,  however,   the  surplus  had  grown  so  burdensome  that  it  was  neces- 
sary to  destroy  6,600,000  gallons. 

The  K.W.V.  has  tried  to  meet  the  production  problem  by  expansion 
of  domestic  and  export  markets  for  fortified  wine  and  brandy.  Consider- 
able effort  ha.s  been  made  to  divert  more  grapes  for  use  as  raisins  or 
table  grapes.     Although  the  K.W.T.  pays  no  bounty  on  the  export  of  wine 
or  brandy,  considerable  sums  of  money  have  been  spent  on  direct  export 
subsidy  for  raisins.     Since  1923  the  rate  of  subsidy  has  been  0.5d. 
(l  cent)  per  pound.     In  1935  the  rate  was  increased  to  0.75d.   (1.5  cents) 
per  pound. 

Sugar 

The  position  of  the  South  African  sugar  industry  in  the  periods 
just  prior  to  the  adoption  of  the  present  system  of  price  control,  was 
described  by  a  report  of  the  Board  of  Trade  and  Industries  which  pointed 
out  that  "in  the  1924-25  season  there  was  a  record  world's  production 
of  sugar  accompanied  by  falling  prices,  South  Africa's  output  being  also 
of  peak  proportions."    Partly  as  a  result  of  the  stimulus  of  war-time 
conditions,   the  industry  had  expanded  until  it  was  on  a  substantial  ex- 
port basis-   consequently,   it  felt  the  full  effect  of  the  decline  in  world 
prices. 

In  an  effort  to  circumvent  this  situation,   the  Government  and 
the  sugar  interests  in  1926  agreed  upon  a  plan,  known  as  the  Pahey  Agree- 
ment, which  operated  to  raise  domestic  prices  above  world  prices.  This 
agreement  rigidly  controlled  the  prices  at  each  stage  of  production  up 
to  the  retail  price  and  provided  that  every  producer  should  bear  his 
proportionate  share  of  any  losses  resulting  from  exports.     The  maximum 
retail  price  of  refined  sugar  at  South  African  port  cities  was  fixed  at 
3.75d.   (7.5  cents)  per  pound  and  of  mill-white  sugars  at  3.5d.   (7  cents) 
per  pound  under  the  terms  of  the  Sugar  Prices  Act  of  1926.     In  1932 
these  prices  were  reduced  slightly.     The  agreement  provided  that  manu- 
facturers consuming  sugar  could  obtain  it  at  special  rates. 

After  the  agreement  was  made,  production,  and  particularly  ex- 
ports, expended.    At  first,  losses  from  export  sales  were  moderate; 
however,  with  further  decline  in  the  world  prices  for  sugar,  exports 
could  be  disposed  of  only  at  a  substantial  loss.     It  has  been  found 
necessary  to  increase  the  import  duties  frequently  in  order  to  pro- 
tect the  industry  from  foreign  sugar,    hates  were  increased  from  17 
($34)  per  short  ton  in  1926  (18  less  11  excise),  to  &12  10s  ($61)  in 
1930,  and  to  the  practically  prohibitive  rate  of  116  ($78)  in  1932. 

In  1935,   the  Board  of  Trade  and  Industries  made  available  the 
results  of  its  inquiry  into  the  status  of  the  sugar  industry.  It 
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found  a  wide  range  of  efficiency  among  producers  and  refiners.  The 
Board  reported  that  the  South  African  industry  had  had  to  export  half 
of  its  output  at  a  loss,  which,  when  averaged  over  the  preceding  4 
years,  amounted  to  ah out  £4  per  ton  despite  the  British  and  Canadian 
preference  of  some  £3  15s.  per  ton.     The  Beard  was  prepared  to  recom- 
mend statutory  restriction  of  production  only  if  the  industry  was  will- 
ing to  mitigate  its  effect  on  saiall  growers.     The  Board  also  recom- 
mended that  existing  tariff  protection  should  he  maintained  only  if  a 
satisfactory  agreement  was  concluded  by  the  various  interests  following 
the  expiration  of  the  1926  agreement. 

Largely  as  a  result  of  the  domestic  price-fixing  feature  of  the 
sugar  scheme,  production  has  expanded  from  about  240,000  short  tons  in 
the  1925-25  season  to  about  433,000  tons  in  1936-37.    Exports  also  have 
expanded,  from  about  25  percent  of  production  to  abcr.t  50  percent.  The 
production  problem  has  been  one  of  the  moot  serious  difficulties  that 
the  industry  has  had  to  face  during  the  period  of  control .     The  burden 
of  unprofi Sable  exportable  surplus  has  reached  a  point  in  several  of 
the  recent  seasons  where  it  threatened  to  break  down  the  operation  of 
the  scheme . 

The  1936  sugar  agreement  under  the  terms  of  the  Sugar  Act  of 
1936  limits  production  to  470,000  tons  per  year.     The  details  of  the 
agreement  may  be  materially  altered  by  the  Minister  of  Commerce  and 
Industries.     The  general  plan  of  operation,  however,  is  similar  to  the 
Pahey  Agreement.     The  scheme  provides  a  formula,  for  determining  a  base 
price  for  sugar,  from  which  prices  for  sugar  to  millers  and  sugar  cane 
to  growers  are  fixed.     The  import  duty  is  unchanged.     Whenever  the 
spread  between  domestic  price  and  export  price  is  less  than  LI  2  ($58) 
per  ton,  the  saving  in  export  losses  must  be  passed  on  to  the  consumer. 

Fruit 

Governmental  action  with  respect  to  the  fruit  industry  has  been 
mainly  directed  toward  improving  marketing  effioiency.    An  export  levy 
on  fresh  fruit  is  collected  by  the  Government.     The  funds  are  used  to 
support  cooperative  marketing  associations.    This  action  may  operate 
as  an  inducement  for  growers  to  join  cooperatives  since  both  members 
and  non-members  must  support  the  cooperatives  through  payment  of  the 
levy  and  since  membership  results  in  somewhat  reduced  costs.  The 
Perishable  Products  Export  Control  Board  is  also  partially  supported 
by  the  levy  funds.    Part  of  the  Board's  duties  are  to  arrange  ship- 
ping space  and  to  assist  in  regulating  exports.    Additional  levies 
are  sometimes  collected  for  advertising  and  other  market-promotion 
work. 

The  Government  also  has  been  concerned  in  improving  the  quality 
of  exported  fruit.     In  some  cases  precooling  and  cold  storage  facilities 
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have  been  built  by  the  Government.     In  common  with  certain  other  agri- 
cultural commodities,  fruit  receives  a  direct  Government  export  subsidy, 
payment  of  which  was  started  in  1931.     The  value  of  total  fresh  fruit 
exports  increased  from  about  $3,700,000  in  1925  to  $6,700,000  in  1931. 
Under  the  subsidy,  the  value  of  total  exports  reached  $11,500,000  in 
1934. 

Corn 

Compulsory  exportation  has  been  the  principal  device  used  to 
raise  the  domestic  price  of  corn.     The  present  plan  was  put  into 
operation  in  June  1931  in  response  to  the  distress  caused  by  the  severe 
price  declines  of  1930  and  1931  affecting  this  major  crop.     The  Mealie 
(corn)  Control  Act  authorizes  the  Minister  of  Agriculture  and  Forestry 
to  prohibit,  control,   or  regulate  the  importation  of  corn  or  corn  prod- 
ucts and  provides  for  the  compulsory  exportation  of  specified  quantities, 
thereby  reducing  the  quantity  of  corn  available  for  domestic  consumption. 

Corn  dealers,  rather  than  farmers,  are  concerned  with  the  actual 
details  of  operation  of  the  scheme.     In  the  past  several  years,  corn 
dealers  have  been  compelled  to  export  one  bag  of  corn  for  every  two 
bags  purchased.    Additional  arrangements  have  become  necessary  since 
only  a  comparatively  small  number  of  corn  dealers  are  exporters.  Cer- 
tificates are  issued  to  exporters  as  evidence  of  export.    These  certifi- 
cates, which  have  a  market  value  depending  on  the  world  price  for  corn, 
are  bought  by  corn  dealers,  who  are  thus  able  to  satisfy  the  require- 
ments of  the  law.     In  1935,  the  Government  added  another  step  to  this 
system  by  offering  an  export  bounty  of  5s.   ($1.21)  per  bag  of  2^0  pounds 
on  all  export  certificates  in  excess  of  the  50-percent  quota.     The  ob- 
ject of  this  offer  was  to  stimulate  export  by  enhancing  the  value  of  the 
certificates . 

The  effect  of  the  operation  of  the  scheme  upon  production  is  not 
altogether  clear  since  drought  conditions  in  several  of  the  more  recent 
seasons  have  reduced  the  quantity  available  for  export.    Production  since 
1931  has  fluctuated  between  30  million  and  70  million  bushels,  with  ex- 
ports ranging  from  zero  to  19  million  bushels.     There  have  been  consider- 
able difficulties  in  administering  the  plan,  however,  as  indicated  by 
supplementary  inducements  to  export  in  some  seasons.     The  Maize  Industry 
Control  Board,  which  was  established  in  1935,  primarily  to  advise  the 
Minister  of  Agriculture  and  Forestry  regarding  the  operation  of  the 
plan,   is  now  considering  the  possibilities  of  revising  the  scheme. 

Wheat 

The  policy  of  the  Government  has  been  directed  toward  stabilizing 
wheat  prices  t,o  South  African  farmers  at  a  level  considerably  above 
world  prices.    For  many  years  the  Union  has  been  on  an  import  basis  for 
wheat  and  flour.    A  system  of  duties  and  regulation  of  imports,  therefore, 
has  been  used  to  raise  the  price  of  imported  wheat  and  wheat  flour. 
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After  the  World  War,  with  the  resumption  and  improvement  of  ship- 
ping facilities,  it  "became  apparent  that  it  was  impossible  for  South 
African  farmers  to  compete  with  imports  of  foreign  wheat.     lirOm  1923  on, 
the  tariffs  on  wheat  and  wheat  flour  have  been  progressive]./  increased. 

The  present  import  control  system  has  been  in  effect  since  1930 
when  the  Wheat  Importation  Restriction  Act  was  passed.    A  feature  of 
that  measure  was  the  establishing  of  special  valuations  for  computing 
extra-duty  charges  on  wheat  and  flour.     This  dovice  has  tended  to  sta- 
bilize domestic  wheat  and  flour  prices  at  the  relatively  high  levels 
of  the  special  valuations.    For  wheat  the  special  valuation  is  13s. 6d.  ' 
per  100  pounds,  and  for  flour,  18s. 3d.  per  100  pounds.    The  extra  duty 
cn  wheat  is  equal  to  the  difference  between  13s. 6d.  per  100  pounds 
($1.94  per  bushel)  and  the  landed  cost  (plus  ordinary  duty).     The  extra 
duty  on  flour  is  equal  to  the  difference  between  19s. 6d.  per  100  pounds 
($9.17  per  barrel)  and  the  landed  cost  (plus  ordinary  duty).    No  wheat 
or  flour  may  be  imported  except  tinder  a  permit  issued  by  the  Minister  of 
Finance,  who  has  the  power  to  regulate  or  prohibit  imports. 

The  successful  operation  of  the  present  plan  depends  largely 
upon  production  remaining  on  a  domestic  basis.    Prior  to  1930  about 
60  percent  of  the  Union  requirements  were  supplied  by  the  domestic  pro- 
ducer.    Since  1930,  however,  wheat  production  in  the  Union  has  expanded 
rapidly  because  of  the  high  prices  for  wheat  in  relation  to  the  prices 
of  other  agricultural  commodities.     This  situation  has  become  increasingly 
serious  in  spite  of  Government  warnings  to  wheat  producers  that  a  surplus 
of  wheat  above  domestic  requirements  will  destroy  the  plan,  production 
of  wheat  rose  from  9,552,000  bushels  in  1930-31  to  20, £97, 000  bushels 
in  1935-36. 

A  climax  to  the  present  control  plan  apparently  was  reached  with 
the  1935-36  wheat  crop,  which  was  considerably  above  domestic  require- 
ments.    In  view  of  the  circumstances,  the  Government  passed  the  Wheat 
Industry  Control  Act  late  in  1935.     The  act  sets  up  a  board  which  is 
to  submit  proposals  dealing  with  the  present  position  of  the  wheat  in- 
dustry.    One  of  the  provisions  of  the  act  grants  compensation  to  growers 
for  the  losses  incurred  in  the  storage  of  grain.    This  indemnity  is  to 
be  paid  out  of  a  fund  derived  from  a  processing  tax  on  flour. 

Meats 

Government  aid  to  the  meat  industry  in  recent  years  has  been 
mainly  directed  toward  the  improvement  of  beef  cattle  and  the  develop- 
ment of  the  chilled  beef  export  trade.    Most  of  the  exports,  since  the 
development  of  the  trade  during  the  World  War,  have  been  frozen  "beef. 
Experimental  shipments  of  better-quality  chilled  beef  to  the  United 
Kingdom  were  made  in  1932  and  1933  with  considerable  success.  Exports 
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of  "beef  during  the  past  2  years  have  been  on  a  reduced  scale  "because 
of  the  depleted  herds  and  poor  condition  of  the  cattle  following  the 
drought  of  1933. 

In  an  effort  to  improve  domestic  prices  for  meat,  the  Meat  Trade 
Control  Board  was  set  up  in  August  1932.     This  Board  was  superseded  "by 
the  Livestock  and  Meat  Industries  Control  Board  in  August  1934,  follow- 
ing the  passage  of  the  Livestock  and  Meat  Industries  Act.     The  act  im- 
poses a  levy  not  exceeding  2s.  (48  cents)  per  head  on  all  cattle  and 
6d.   (12  cents)  per  head  on  all  sheep  and  goats  slaughtered  at  the  munici- 
pal abattoirs.     The  levy  funds  are  mainly  reserved  for  export  bounties, 
but  they  may  be  used  also  for  the  betterment  of  the  industry  generally. 

The  act  provides  for  considerable  control  over  domestic  marketing. 
The  Governor  General  may  confer  on  the  Board  the  power  to  fix  a  maximum 
quantity  of  slaughter  cattle  that  may  be  offered  for  sale  in  a  designated 
area.     Regulations  are  also  issued  with  regard  to  the  procedure  to  be 
followed  by  buyers  and  sellers.     Cold  storage  plants  must  be  registered 
and,  where  facilities  are  inadequate,  new  plants  may  be  financed  out  of 
public  funds. 

Beef  exports  are  heavily  subsidized,   since  a  bounty  is  paid  by 
the  Board  and  also  by  the  Government.     The  Board  has  arranged  for  a 
bounty  of  1.5d.   (3  cents)  per  pound  on  first-grade  meat  and  Id.  (2  cents) 
per  pound  on  second  grade.     The  amount  of  the  direct  Government  subsidy 
on  chilled  beef  is  determined  on  a  sliding  scale  from  8.7  to  28  percent 
of  its  value  at  South  African  ports. 


UNION  OF  SOUTH  AFRICA:  Export  subsidy  for  meat, 
 December  1,  1931,  to  date  


Kind  of  meat 

Rate 

Chilled  beef,  live  slaughter  cattle, 

Meat,  other  than  frozen  beef,  chilled 
beef,  live  slaughter  cattle,  frozen 

From  8.7  percent  to  28  percent 
on  a  schedule  of  values. 

From  20  percent  to  35  percent 
on  a  schedule  of  values . 

10  percent  ad  valorem 

Compiled  from  the  Union  of  South  Africa  Government  Gazette. 


Wool 

The  wool  industry  has  not  been  concerned  with  statutory  control 
over  the  marketing  processes  although  several  schemes  have  been  proposed 
for  this  important  commodity.     The  difficulties  of  controlling  a  com- 
modity almost  exclusively  exported  and  the  opposition  of  some  groups  with- 
in the  industry  have  discouraged  efforts  in  this  direction. 
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Considerable  Government  aid,  nevertheless,  has  been  given  to  the 
industry.     For  the  most  part,  this  assistance  has  been  in  the  form  of 
large  sums  expended  for  direct  export  subsidies.     On  July  1,   1931,  the 
subsidy  rates  were  set  at  10  oercent  of  the  f.a.s.  value  and  in  January 
1932  were  increased  to  25  percent,  retroactive  to  July  1,  1931.  Since 
February  1935  the  bounty  has  been  a  flat  rates    which  has  been  reduced 
periodically  so  that  at  present  it  is  0.3d.     (0.6  cents)  per  pound. 
Total  expenditures  for  the  wool  subsidy  up  to  March  51,   1935,  have 
amounted  to  £4, 161, 695  ($20,170,000).     This  sum  exceeds  the  total  sub- 
sidy oaid  on  all  other  commodities. 

The  extension  of  various  forms  of  credit  has  been  another  im- 
portant form  of  Government  assistance.     In  October  1934  the  Government 
introduced  a  wool  credit  scheme  to  prevent  forced  sales  through  lack  of 
credit.     Arrangements  were  made  with  commercial  banks  to  make  advances 
through  the  agency  of  their  brokers  on  wool  stored.     Very  little  advan- 
tage was  taken  of  this  offer  although  its  availability  probably  pre- 
vented a  considerable-  amount  of  distress  selling,  and  prices  rose  some- 
what in  the  latter  part  of  the  1934-35  wool  season. 

Important  Government  assistance  was  rendered  by  the  low  railroad 
rates  offered  to  wool  growers.     The  Government  also  has  negotiated  ex- 
tensive barter  arrangements  with  Germany  for  purchase  of  South  African 
woo  1 . 

Policies  Supplementing  Export  Benefit  Payments 

Cooperative  organizations 

The  growth  of  the  cooperative  movement  is  directly  related  to 
the  general  policy  of  the  Government  regarding  commodity  marketing  schemes. 
To  a  considerable  extent  the  movement  represents  a  phase  of  the  evolution 
of  government  policy  in  the  field  of  agricultural  marketing.     The  main 
period  of  growth  of  this  policy  has  been  since  the  passage  of  the  Co- 
operative Societies  Act  2.     This  act  repealed  all  previously  exist- 
ing cooperative  legislation  and  regulated  the  information,  registration, 
and  management  of  all  cooperative  associations  in  the  Union. 

The  main  development  of  agricultural  cooperation  has  been  the 
growth  of  marketing  cooperatives.     They  handle  corn,  wool,  mohair,  eggs, 
tobacco,   fruit  (deciduous  and  citrus),  wheat,  meat,  alfalfa,  hogs,  cotton, 
chicory,  honey,  peanuts,  sugar  cane,  and  a  few  minor  commodities .  Other 
types  of  associations  also  have  been  organized  dealing  with  processing 
or  manufacturing,  supply,  service,  crop  insurance,  and  consumers'  activ- 
ities.    On  June  30,  1934,   the  cooperative  societies  had  a  membership 
of  86,715  as  compared  with  12,873  in  1922. 

There  has  developed  a  strong  body  of  farm  opinion  favoring  what  has 
been  called  "compulsory  cooperation."     In  general,   the  proponents  of  the 
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compulsory  program  want  farmers  to  be  compelled  to  sell  their  produce 
through  farmer-controlled  marketing  associations.     This  principle  was 
given  legal  sanction  with  the  passage  of  the  Cooperative  Societies  Amend- 
ment Act  in  1925.     One  section  of  the  act  provides  that  a  cooperative 
whose  membership  represents  75  percent  of  the  producers  of  at  least  75 
percent  of  the  total  production  in  any  area  may  request  the  Minister 
of  Agriculture  to  prescribe  that  all  the  farmers  in  the  area  be  com- 
pelled to  sell  through  its  organization.     Shortly  after  its  passage, 
the  tobacco  cooperatives  invoked  the  compulsory  features  of  the  act. 

Tariff  -policy 

Following  the  post-war  decline  in  prices,   the  Government  pursued 
a  protectionist  policy  for  the  limited  number  of  farm  commodities  pro- 
duced on  a  domestic  basis.     Thp  Tariff  Act  of  1925  was  passed  primarily 
to  encourage  industrial  development,  although  agricultural  duties  also  were 
increased.    With  the  deepening  of  the  depression,  rates  were  increased  by 
subsequent  amendment  to  the  act  and  frequently  by  adding  to  the  nominal 
rates  various  forms  of  dumping  duties.     On  October  30,   1931,  a  primage  duty 
of  5  percent  was  levied  on  all  imports  to  pay  for  export  bounties.  On 
March  24,   1932,  a  surtax  of  7.5  percent  was  added  on  all  except  certain 
farm  supplies.     The  primage  duty  and  surtax  were  removed  after  the  Union 
abandoned  the  gold  standard  in  1932.     Import  regulations  were  set  up  for 
specific  commodities  under  such  legislation  as  the  Wheat  Industry  Control 
Act,  Mealie  (corn)  Industry  Control  Act,  Dairy  Industry  Control  Act,  and 
Tobacco  Control  Amendment  Act. 

Import  duties  are  ineffective  on  many  important  farm  commodities 
in  the  Union  of  South  Africa  because  they  are  preponderantly  export  prod- 
ucts and  consequently  prices  are  determined  in  the  world  markets.  The 
tariff  is  effective,  however,  under  special  conditions  on  certain  com- 
modities for  which  there  is  an  exportable  surplus.     In  the  case  of  these 
commodities,  import  duties  and  regulations  are  adjuncts  to  marketing 
schemes,  which  are  designed  to  raise  domestic  prices  above  export  prices. 
For  example,  the  duties  on  sugar,  corn,  and  butter  are  effective  since 
the  higher  domestic  prices  would  otherwise  attract  imports. 

'The  Tariff  Act  of  1925  established  Empire  preference  as  a  funda- 
mental feature  of  the  country's  tariff  policy.     Formerly  tariff  pref- 
erences had  applied  only  to  goods  from  the  United  Kingdom.     The  general 
extension  of  preferential  treatment  as  provided  by  the  act  of  1925  was 
abandoned  as  an  outcome  of  the  Imperial  Conference  at  Ottawa  in  1932.  The 
Ottawa  Agreements  Act  of  1933  established  the  preferences  for  a  minimum 
of  5  years.     The  preferences  which  were  granted  at  Ottawa  and  by  other  agree- 
ments were  incorporated  into  the  South  African  Tariff  Act  of  1935.  This 
tariff  set  up  a  three-column  schedule  of  rates.     The  first  or  minimum  column 
contains  the  existing  imperial  preference  rates  and  the  intermediate  column 
the  former  maximum  rates.     The  announced  purpose  of  the  intermediate  column 
is  to  form  a  basis  for  negotiating  treaties  to  secure  reciprocal  tariff 
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concessions  from  foreign  countries.     Imports  from  foreign  countries  with 
which  treaties  have  not  been  arranged  are  subject  to  the  highest  rates  of 
the  third  column. 

As  a  result  of  the  Ottawa  Agreements,  the  Union  obtained  from  the 
United  Kingdom  concessions  which  guaranteed  the  maintenance  of  certain 
margins  of  tariff  preference  on  fruit,  corn  and  corn  products,  wine,  eggs 
butter,   cheese,  poultry,   tobacco,  condensed  milk,  and  some  other  commod- 
ities.    The  Irish  Free  State  granted  preference  on  dried  and  canned 
fruit,   corn  meal,  and  wines,   in  exchange  for  specified  margins  of  pre- 
ference on  hosiery,  tractors,  and  stout.     Canada  agreed  to  apply  to  South 
Agrican  goods  free  entry,  specified  rates,  or  British  preferential  rates 
on  a  list  of  commodities  which  contained  such  items  as  sugar,  molasses 
and  syrups,  certain  fruits,   corn  and  corn  meal,  tobacco,  wool,  hides, 
wines,  and  brandies. 

In  addition  to  the  trade  agreements  negotiated  with  Enroire 
countries  at  Ottawa,  the  Union  in  recent  years  has  entered  into  several 
other  agreements  which  relate  specifically  to  agriculture.    Probably  the 
most  important  is  the  clearing  agreement  made  with  Germany  in  December 
1934.     This  arrangement  made  available  the  proceeds  from  the  sale  of 
German  goods  in  the  Union  for  the  purchase  of  wool  by  German  importers. 
The  agreement  helped  wool  growers  since  German  purchases  became  an 
important  factor  in  the  wool  market  in  1935  and  1936. 

Under  the  terms  of  the  Franco-Union  trade  agreement,  signed  in 
February  1935,  the  Union  obtained  minimum  tariff  rates  on  certain  fresh 
and  dried  fruits  and  also  import  quota  guarantees.     The  Union  gave 
assurances  for  the  protection  of  geographical  names  of  French  wines  and 
liqueurs  within  its  territories.     The  Union  also  accepted  the  granting 
to  France  by  Canada  of  the  same  duties  enjoyed  by  the  Union  in  Canada. 

The  Union  and  Southern  Rhodesia  had  been  on  a  free- trade  basis 
for  many  years  until  this  status  was  threatened  by  the  Union's  placing 
restrictions  on  importations  of  slaughter  cattle  and  tobacco.  Union 
farmers  had  opnosed  for  some  time  the  agricultural  imports  from  Southern 
Rhodesia.    As  a  result  of  an  agreement  reached  in  February  1935,  each 
country  imposed  a  customs  tariff  on  the  other's  products  with  some  ex- 
ceptions and  preferences.     One  feature  of  the  agreement  is  the  mutual 
exclusion  of  wheat,  flour,  meat,  bran,   corn,   corn  products,  eggs,  butter, 
cheese,  potatoes,  peanuts,  and  vegetable  oils  except  under  permit. 

Agricultural  credit 

Aside  from  emergency  relief  measures,  Government  policy  over  a 
much  longer  period  of  time  has  been  directed  toward  providing  for  the 
normal  credit  needs  of  farmers.     The  Land  and  Agricultural  Bank  of 
South  Africa,  a  Government  institution,  was  established  in  1912,  the 
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Government  being  regarded  as  a  proper  source  of  capital  at  low  rates. 
The  Union  farmer,  nevertheless,  is  still  very  largely  financed  by  pri- 
vate credit.     The  Land  Bank  supplies  only  a  comparatively  small  part 
of  all  classes  of  normal  agricultural  credit  needs.     The  relative  im- 
portance of  the  bank  has  increased  in  recent  years  because  of  its  activ- 
ities as'  administrator  of  various  relief  loans. 

Farm  indebtedness  has  been  a  major  depression  problem.     The  roots 
of  the  situation  are  traceable  to  the  wartime  inflation  of  land  values 
and  the  subsequent  decline.     The  G-overnment  stepped  in  to  prevent  whole- 
sale foreclosure  by  enacting  the  Farmers'   Special  Relief  Act  of  1931, 
which  made  £5/000,000  ($24,300,000  3/')  available  for  loans  to  farmers. 
Assistance  was  also  extended  to  agencies  heavily  involved  in  agricultural 
loans.     The  agricultural  cooperative  loan  societies  were  taken  over  by 
the  Land  Bank  under  the  Finance  Act  of  1931. 

In  spite  of  this  action,  by  1933  it  was  estimated  that  the  total 
farm  indebtedness  exceeded  £100,000,000  ($415,000,000)  with  an  interest 
rate  of  about  7  or  8  percent.     Between  £1,500,000  and  £2, 000, 000  in 
interest  was  in  default.     The  Government  interposed  again  with  the  Farm 
Mortgage  Interest  Act,   1933,  which  provided  for  an  interest  subsidy  of 
1.5  "percent  to  farmers.     Creditors  were  asked  to  accept  5  percent.  In 
the  event  the  creditors  were  unwilling,  the  act  provided  that  a  tax 
might  be  levied  equal  to  the  interest  in  excess  of  5  percent  and  the 
amount  collected  turned  over  to  the  debtor. 

The  Farmer's  Assistance  Act,  1935,  approached  the  debt  problem 
with  more  drastic  measures.     This  act  set  up  a  board  which  may  (a)  lend 
money  to  the  farmer,    (b)  buy  the  farm,    (c)  rent  or  sell  it  back  to  him 
on  such  terms  as  it  sees  fit,  and  (d)  buy  farm  equipment  and  livestock 
which  may  be  sold  on  terms.     The  board  also  arbitrates  and  adjusts  credi- 
tor claims  against  farmers.     The  Interest  Subsidy  Scheme  and  the  opera- 
tions under  the  above  act  absorbed  jointly  about  £9,000,000  (approxi- 
mately $42,750,000)  during  the  2  years  ended  March  31,  1935. 

Direct  assistance  has  been  extended  to  farmers  who  have  suffered 
crop  failures  or  livestock  losses.     Severe  drought  and  to  some  extent 
locust  damage  have  necessitated  Government  aid  in  recent  years.  Several 
agencies  have  administered  this  work,  particularly  the  Farmers'  Assist- 
ance Board,   in  the  restocking  of  drought  areas.     The  low  rates  offered 
by  the  Government-owned  railroads  in  the  transportation  of  feed,  cattle, 
and  meat  from  drought  areas  were  also  an  important  relief  measure- 
Direct  relief  has  been  used  to  aid  in  the  rehabilitation  of  settlers 
and  tenant  farmers  dislocated  by  the  depressed  conditions  in  agriculture. 


3/  Average  exchange  for  1931,  £  =  about  $4.81;   1933,  £  =  $4.15;  1934, 
£  -  $4,98;   1935,  £  ■  $4.85. 
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Cone]  us  ions 

It  has  been  indicated  that  South  Africa  has  made  exceptional  prog- 
ress in  the  building  of  a  system  of  export  benefit  payments.     This  poli- 
cy has  been  facilitated  by  several  important  advantages.     The  fact  that 
the  large  British  market  has  been  kept  open  to  subs idi zed.  exports  prob- 
ably has  been  the  principal  advantage.     In  addition,  South  African  prod- 
ucts have  been  protected  in  that  market  from  non-empire  competition  by 
preferential  tariff  rates.     Finally,  the  Government  export  subsidy  meas- 
ures have  been  assisted  by  increased  revenues  obtained  by  taxation  of 
the  prosperous  gold  mining  industry. 

The  most  serious  weakness  of  the  Government  marketing  aids  that 
involve  some  form  of  subsidization  is  that,  in  the  absence  of  production 
control  measiires,  stimulated  production  has  tended  to  defeat  the  purpose 
of  the  program,    lor  this  reason,  excessive  supplies  have  made  the  re- 
vision of  some  of  the  marketing  schemes  necessary.    A  further  weakness 
of  this  form  of  Government  aid  is  that  a  heavy  burden  is  placed  upon 
either  the  consumer  through  increased  prices  or  the  taxpayer. 

Liost  South  African  agricultural  products  are  marketed  principally 
in  the  United  Kingdom  with  the  notable  exception  of  wool,  which  has  im- 
portant continental  European  markets.     Up  to  the  present  time,  the 
British  market  has  apparently  been  able  to  absorb  the  supplies  offered 
from  South  Africa  at  prices  made  possible  by  the  export  bounty  system. 
It  is  reasonable  to  suppose,  however,  that  the  British  market's  ability 
to  a.bsorb  the  increasing  South  African  supplies  is  definitely  limited. 
The  Union  is  likely  to  meat  greater  competition  from  domestic  British 
agriculture,  from  other  Empire  sources,  and  from  some  non-Empire  countries. 
Thus,  South  Africa  may  be  approaching  the  position  of  "having  larger  sup- 
plies of  many  of  its  export  products  than  can  be  absorbed  domestically 
or  in  the  United  Kingdom.     Fnen  that  point  is  reached,   the  export  bounty 
system  will  be  less  effective  than  it  has  been  heretofore. 

Circumstances  which  permit  a.  national  policy  of  subsidizing  agri- 
cultural exports,  comparable  to  that  of  South  Africa,  are  restricted  to 
a  limited  number  of  countries.    A  major  obstacle  to  this  policy  is  the 
fact  that  most  importing  countries  definitely  discourage  subsidized  im- 
ports of  competitive  products.    Although  the  United  Kingdom  admits  sub- 
sidized imports,  entry  is  confined  generally  to  imports  from  Empire 
countries,    koreover,  this  situation  arises  out  of  conditions  peculiar 
to  the  political  and  economic  ties  of  the  British  Empire. 
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OBJECTIVES  IN  NEW  ESTONIAN  AGRARIAN  LEGISLATION 


The  principal  lines  to  be  followed  in  bringing  Estonian  agri- 
cultural activities  to  a  higher  standard  were  sketched  by  the  President 
of  the  Republic  at  the  first  meeting  of  the  reorganized  Chamber  of 
Agriculture  held  in  Tallinn  on  November  29,   1936.     The  first  objective 
is  legislation  designed  to  set  limits  to  the  amount  of.  indebtedness 
that  may  be  incurred  by  the  owners  of  farms. 

The  second  objective  is  to  prohibit  the  subdivision  of  farms 
into  too  small  units.     Subdivision  of  land  has  already  proceeded  to 
such  an  extent  that  many  homesteads,  according  to  the  President,  are 
not  even  large  enough  to  maintain  a  family.     The  necessity  of  measures 
for  assuring  a  steady  increase  in  the  country's  birth  rate  was  stressed, 
as  was  also  the  necessity  for  changes  in  inheritance  legislation  so  as 
to  give  preference  to  those  actually  engaged  in  farming.  Reorganiza- 
tion of  farms  along  lines  dictated  by  principles  of  practical  farm 
management  was  likewise  emphasized.     In  conclusion,   the  president  stated 
that  the  nation's  policy  toward  agriculture  must  be  such  as  to  check  the 
movement  from  the  land  to  the  cities. 
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The  Netherlands  with  its  rich  colonies  was  long  one 
of  the  outstanding  free-trade  countries  of  the  world.  Ex- 
ports of  surplus  livestock  and  dairy  products  were  added  by 
free  imports  of  grain.     As  a  result  of  the  depression,  how- 
ever,  the  Motherlands  adopted  a  comprehensive  end  wide- 
spread system  cf  Government  control  over  both  production 
and  trade  in  agricultural  products,     The  program  originated 
purely  as  a  relief  measure  and,  despite  its  development  in- 
to production  planning,  its  permanency  is  open  to  question. 
The  problems  it  Is  designed  to  solve,  however,  are  in  cer- 
tain casts  similar  to  those  in  other  exporting  countries, 
including  the  United  States. 

Major  Agricultural  problems 

The  Netherlands,  the  second  smallest  country  in  Europe,  is  also 
second  in  density  of  population.     Self-sufficiency  in  food  produc- 
tion is  not  possible.    Agriculture,  however,  plays  an  important  role 
in  the  country's  very  complex  economy.     The  climate,   soil,  and 
location  of  the  country  with  respect  to  markets  have  favored  the  pro- 
duction of  horticultural  and  animal  products.    During  the  period  im- 
mediately following  the  war,  the  possibilities  offered  by  a  large  for- 
eign market  resulted  in  a  considerable  expansion  in  horticultural  and 
animal  production.     Since  the  Netherlands  was  following  a  free- trade 
policy,  however,  domestic  grain  and  feed  production  could  not  compete 
with  that  of  more  favored  countries.     The  area  devoted  to  those  crops 
accordingly  declined,  and  the  dependence  on  imports  increased. 

Such  a  policy,  however,  favored  livestock  producers.  Therefore 
Netherlands  Agriculture  has  so  developed  that  livestock  production  and 
horticulture  are  surplus  industries  with  large  capital  investments, 
relatively  high  production  costs,  and  dependence  on  export  outlets. 
Field  crop  production,  which  requires  less  capital  investment,  is  capable 
of  some  expansion  but  is  incapable  of  fully  supplying  the  country's  re- 
quirements. 


FARM  RELIEF  MEASURES 
IN  THE  NETHERLANDS  . 


♦American  Agricultural  Commissioner.Berlin,  Germany. 
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By  1939,   the  Netherlands  was  exporting  about  50  percent  of  its 
total  hog  and  pork  production  and  a  large  proportion  of  its  dairy  and 
horticultural  products.     These  products,   therefore,  were  particularly 
vulnerable  to  the  decline  in  world  prices.     Hog,   cattle,  and  horticul- 
tural production  responded  to  low  prices  just  as  in  many  other  countries; 
and  producers,  in  an  effort  to  maintain  their  incomes,  increased  their 
output.    As  world  prices  continued  to  decline  and  importing  countries 
adopted  various  forms  of  restrictions  to  protect  their  own  producers, 
more  and  more  of  the  Netherlands  surplus  was  offered  on  the  limited  home 
market.     The  decline  was  relatively  greater  in  agricultural  prices  than  in 
nonagricultural  prices  and  resulted  in  conditions  which  prompted  the 
adoption  of  "crisis"  or  relief  legislation  "by  the  Netherlands  Government. 

Relief  Measures 

The  principal  objectives  of  the  "crisis"  legislation  or  relief 
measures  have  been  to  restore  the  profitability  of  agriculture  and  to 
prevent  a  collapse  in  the  agricultural  export  industries,  with  the  con- 
sequent destruction  or  "freezing"  of  the  large  amount  of  capital  invested 
in  them.     The  numerous  measures,  adopted  at  first  in  piecemeal  manner 
as  temporary  aids  to  producers  in  distress,  have  been  systematically  ex- 
tended and  developed  until  they  embrace  practically  all  phases  of 
agriculture. 

Control  in  the  Netherlands  begins  with  production,  and  the  general 
plan  has  been  to  curtail  production  of  those  commodities  which  are  on  an 
export  basis  and  increase  production  of  those  which  can  find  a  ready  market 
at  home.    Agencies  with  monopoly  powers  have  been  set  up  for  the  control  of 
production  as  well  as  for  the  import  and  export  of  each  important  agricul- 
tural product.    Moreover,  by  means  of  fixed  or  "guiding"  prices  and,  in 
some  cases,   subsidies,   the  authorities  have  attempted  to  establish  price 
levels  which  would  give  agriculture  a  reasonable  profit. 

The  maintenance  of  prices  at  these  artificial  levels  has  removed 
them  from  the  influence  of  world  prices;  and,  in  the  disposal  of  surplus 
products  abroad,  the  control  agencies  have  had  to  resort  to  various  forms 
of  subsidies.     The  funds  necessary  for  the  operation  of  these  measures  are 
derived  from  Government  grants,  import  monopoly  fees,   slaughter,  excise, 
and  other  consumption  taxes,  and  production  and  transportation  permit  fees  - 
all  of  which  in  the  end  are  borne  by  consumers.     Discussion  of  the  measures 
applied  to  individual  products  is  divided  according  to  whether  the  products 
are  on  an  export  or  an  import  basis. 

Measures  Applied  to  Surplus  or  Export  Products 

Hogs 

During  the  early  depression  years,  hog  numbers  in  the  Netherlands  in- 
creased under  the  influence  of  low  prices  for  both  hogs  and  grain*  This* 
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hog  production  embraces  two  types:     a  "bacon  type  for  export  to  Great  Britain 
and  a  fat  type  for  the  domestic  market  and  for  the  production  of  fat  pork 
for  export  to  Germany.     A  substantial  part  of  the  feed  grain  was  imported 
from  abroad,  duty  free.     About  half  of  the  total  pork  production  was 
exported.     Great  Britain,  the  principal  outlet,  had  become  the  dumping 
ground  for  the  surplus  hog  production  of  Europe,  and  prices  there  declined 
rapidly.    When  Great  Britain  abandoned  the  gold  standard  in  September 
1931,  a  crisis  was  precipitated,  which  prompted  the  Netherlands  hog- 
regulation  scheme. 

The  objectives  of  the  hog  program  are  (l)  to  bring  hog  prices  to 
levels  which  will  give  producers  a  reasonable  profit  and  (2)  to  prevent  a 
collapse  in  the  hog  industry  with  the  consequent  destruction  of  capital  and 
loss  of  a  valuable  export  business.     The  features  of  the  measures  adopted 
for  aiding  the  hog  industry  are  limitation  of  annual  hog  production, 
monopoly  control  of  exports  and  imports,  price  fixing,  and -a  tax  on  hogs 
slaughtered  for  domestic  consumption. 

Through  a  system  of  earmarks  and  a  regulation  which  makes  it  illegal 
to  own  or  transport  an  unmarked  hog  weighing  over  10  kg.   (22  pounds),  an- 
nual hog  production  is  limited  to  the  number  of  earmarks  set  by  the  control 
agency  or  Centrale.     The  Cent rale  also  fixes  the  price  for  export  bacon  hogs, 
presumably  at  production  costs  plus  a  profit.     These  hogs  are  purchased  for 
the  Central e's  account  since  it  has  a  monopoly  on  exports. 

The  fixed  prices  act  as  guiding  prices  for  domestic  hogs.  Mar- 
ketings of  domestic  hogs  are  not  directly  controlled  by  the  monopoly,  but 
the  influence  of  the  fixed  prices  for  export  hogs  is  increased  by  the 
Centrale 's  readiness  to  step  in  and  make  supporting  purchases  on  domestic 
markets  when  necessary.    Domestic  hog  prices  also  are  supported  through 
purchases  of  fat  pork  by  the  Centrale,  this  product  constituting  from  20 
percent  to  30  percent  of  the  dressed  carcass  weight  of  fat  hogs.    Fat  pork 
goes  largely  into  export  trade  and  is  controlled  by  the  Centrale. 

Funds  for  financing  the  scheme  are  obtained  from  a  variable  tax  on 
domestic  slaughter,  import  monopoly  fees,  and  profits  of  the  monopoly. 
During  the  period  of  high  bacon  prices  in  England,   the  Centrale 's  profits 
on  bacon  exports  have  permitted  marked  reductions  in  the  domestic  slaughter 
tax. 

The  important  results  of  the  control  scheme  have  been  a  reduction 
in  hog  numbers  from  2,735,733  head  in  September  1932  to  1,807,322  head  in 
August  1936  and  an  advance  in,  and  maintenance  of,  hog  prices.  YThile  total 
numbers  have  been  reduced,  a  cyclical  and  seasonal  fluctuation  in  produc- 
tion has  persisted  even  at  the  lower  production  level.  This  has  resulted 
in  recurring  surpluses  and  deficits  and  has  left  the  effectiveness  of  the 
scheme  as  a  production-control  measure  in  doubt  . 
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Despite  prices  for  bacon  hogs,  which  presumably  were  remunerative, 
until  late  1935  there  had  not  been  any  pressure  for  an  increase  in  ear- 
mark allocations,    Annual  allocations,  progressively  reduced  as  remunera- 
tive market  o\itletr>  declined,  have  never  "been  fully  utilized,  and  factors 
other  than  the  available  number  of  earmarks  appear  to  have  influenced  pro- 
duction.   One  factor  may  have  "been  the  high  cost  of  feed  grains.  These 
formerly  entered  the  country  duty  free  but  for  several' years  have  been  sub- 
jected to  numerous  fees,  all  of  which  add  to  the  ultimate  cost  of  hog  pro- 
duction.   Another  possible  factor  has  been  the  lack  of  opportunity  for  un- 
limited marketing  of  hogs. 

Fixed  and  guiding  prices  have  not  necessarily  meant  that  opportun- 
ities to  market  at  those  prices  always  exist.     In  1933,  when  seasonal  gluts 
occurred,  the  Centrale  limited  its  'takings  of  bacon  hogs  to  the  number  that 
could  be  handled,    She  surplus  accumulated  on  farms  and  developed  into  fat 
hogs,  postponing  the  time  of  marketing  and  changing  the  form  of  the  surplus. 
In  1934  the  Centrale  made  extensive  market-supfporting  purchases  of  fat  hogs, 
stored  the  meat,  and  sold  it  later  on  foreign  markets.     In  1935,  receipts 
during  the  early  autumn  months  were  so  small  that  for  a  time  domestic  re- 
quirements could  not  be  fully  satisfied.     It  is  evident  that  the  mere  lim- 
iting of  annual  production  to  probable  demand  will  not  suffice  in  the 
Netherlands,  where  there  exists  a  distinct  seasonal  fluctuation  in  production 
and  marketing,  which  does  not  conform  to  seasonal  demand. 

This  lack  of  coordination  between  production  and  marketing  demand 
is  a  problem  throughout  Europe.    There  are  no  great  processing  units,  such 
as  the  American  packing  industry,  which  take  animals  in  periods  of  gluts 
and  pack  the  meat  for  use  in  periods  of  shortages.    Processing  units  are 
small,  storage  space  is  limited,  and  as  a  general  rule  meat  goes  into 
consumption  channels  as  fast  as  the  animals  are  marketed,    72hen  markets 
cannot  absorb  the  meat,  even  with  great  price  declines,  the  animals  are 
not  sold.    Denmark  partially  solved  the  .problem  by  largely  eliminating 
seasonal  marketings  and  leveling  them  throughout . the  year.    Under  a  fixed- 
■  price  system,  private  processors  do  not  store  or  pack  meats  even  if  equipped 
to  do  so;  therefore,  governmental  agencies  or  monopolies  are  called  up on 
to  take  over  surpluses  as  they  occur.    Deferred  feeding  practices  and 
"storing  hogs  on  farms"  have  received  encouragement  in  some  countries  but 
have  not  solved  the  problem. 

Cattle  and  dairy  products 

The  cattle  and  dairy  problems  arose  from  overproduction  and  low 
prices.    TJhen  grain  prices  declined  and  producers  could  not  meet  ocm- 
,  petition,  there  was  a  tendency  to  shift 'from  grain  to  grass,  utilizing 
the  latter  through  cattle.    Between  1930  and  1933,  total  cattle  numbers 
increased  over  20  percent  despite  declining  prices  for  beef  and  all 
dairy  products.  ' 
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A  scheme  for  aiding  dairy  producers  was  adopted  in  July  1932; and 
during  the  winters  of  1933-34  and  1934-35,  slaughter  programs  were  used  to 
aid  "beef  producers.     Low  "beef  prices  seriously  interfered  with  the  author- 
ities' efforts  to  maintain  perk  prices,  and  the  slaughter  program  was  as 
much  an.  aid  to  hog  as  to  "beef  producers.     The  "beef  and  dairy  measures,  how- 
ever, have  tended  to  conflict  in  some  degree. 

Since  1932,  milk  producers  have  been  paid  a  subsidy  on  a  "butt  erf  at 
"basis.     The  subsidy,  together  with  the  regular  price  based  on  world  prices, 
amounts  to  enough  to  give  the  producer  production  costs  plus  a  reasonable 
profit.    The  subsidy  is  derived  from  funds  obtained  largely  from  an  excise 
tax  on  all  edible  fats  for  domestic  consumption.    Relatively  high  officially 
regulated  prices  are  maintained  for  dairy  products  consumed  in  the  Nether- 
lands.   The  surplus  is  sold  on  world  markets  at  world  prices. 

The  slaughter  program  was  designed  to  reduce  cattle  numbers  and  milk 
supplies.    Fresh  cows  and  cows  in  calf  were  bought  at  higher  than  market 
prices  and  slaughtered  by  the  cattle  Cent rale.     The  meat  was  tinned  and 
sold  to  the  unemployed  at  low  prices.    Approximately  220,000  cows'  were 
killed  during  the  winters  of  1933-34  and  1934-35,  the  necessary  funds  being 
obtained  from  a  slaughter  tax  of  20  percent  of  the  value  of  all  cattle 
slaughtered  for  consumption  in  the  Netherlands.    Beginning  in  1934,  a  fur- 
ther downward  adjustment  in  cattle  numbers  was  brought  about  through  a  regu- 
lation, which  limited  the  number  of  calves  that  could  be  retained  from  a 
calendar  year's  calf  crop  to  350,000  heifer  calves  and  60,000  bull  calves. 

The  conflicting  policies  followed  in  attempting  relief  for  the  gat- 
tie  and  dairy  industries  have  prevented  complete  attainment  of  desirable 
adjustments.     Total  cattle  numbers  have  been  reduced  and  beef  prices  have 
increased.    With  hog  numbers  reduced,  retained  calves  limited,  and  milk 
production  remunerative  and  unrestricted,  however,   the  farmers,  in  an 
effort  to  maintain  their  incomes  at  the  highest  possible  level,  have  held 
on  to  their  old  cows.     The  number  of  cows  that  have  calved  more  than  three 
times  has  increased,  milk  production  has  increased,  domestic  consumption  of 
dairy  products  has  declined  (as  a  result  of  excise  caxes,  the  artificial 
price  maintained  on  all  agricultural  products,  and  reduced  incomes),  and  an 
increased  export  of  dairy  products  for  sale  at  world  prices  has  been  nec- 
essary.   The  age  of  the  majority  of  the  cows  in  milk  indicates,  however, 
that  the  milk  surplus  is  more  or  less  temporary. 

Sea 

The  poultry  industry  in  the  Netherlands  is  based  on  egg  production 
for  export.     Considerable  expansion  occurred  in  the  post-war  period,  and  "by 
1931  the  larger  portion  of  the  egg  production  was  being  exported,  about  80 
percent  of  the  exports  going  to  Germany.    Largely  as  a  result  of  the  de- 
cline in  Germany's  buying  power,  egg  prices  dropped  from  2.2  United  States 
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cents  in  1931  to  0.8  cent  each  in  early  1933.     Since  such  prices  are  con- 
sidered to  "be  below  production  costs,  eggs  were  classified  as  a  "crisis" 
product. 

Aid  for  egg  producers  since  1933  has  taken  the  form  of  a  subsidy. 
A1 Centrale  has  been  set  up,  minimum  prices  for  export  eggs  have  been  fixed 
at  1.5  cents  each,  and  such  payments  as  are  necessary  to  bring  the  average 
annual  farm  price  of  export  eggs  to  that  figure  have  been  made  to  produc- 
ers by  the  Centrale .    Export  egg  prices  tend  to  keep  domestic  prices  at 
the  same  level. 

A  reduction  in  output  was  "brought  about  by  limiting  the  number  of 
incubators  that  could  be  operated,  prohibiting  their  operation  after  May  8 
each  year,  and  requiring  that  eggs  for  hatching  be  obtained  from  certain 
recommended  or  certified  producers.     The  egg  scheme  is  financed  by  Govern- 
ment grants  and  the  monopoly1 s  profits  on  exports.    High  prices  for  eggs 
sold  to  G-ermany  during  the  past  2  years  have  increased  the  profits. 

Horticultural  products 

Market  gardening,  fruit,  bulb,  and  plant  growing,  and  grape,  flower, 
and  seed  culture  have  been  developed  to  a  high  degree  in  the  Netherlands. 
All  these  products  are  on  an  export  basis,  and  in  1934  the  value  of  horti- 
cultural exports  was  equal  to  about  45  percent  of  the  value  of  exported 
livestock  products.     Relief  measures  for  horticulture  came  as  a  result  of 
overproduction,  low  prices,  and  restrictions  in  export  outlets. 

Numerous  measures  applying  to  individual  commodities  have  been 
adopted,  but  all  of  them  follow  more  or  less  the  same  general  plan.  Re- 
duced production  of  products  that  were  on  an  export  basis  was  made  com- 
pulsory.    In  return  for  this  "sacrifice",  the  producer  was  granted  a 
minimum  price  (presumably  production  costs  plus  a  reasonable  profit)  by 
the  Government  through  the  appropriate  Centrale.     In  most  cases  the  min- 
imum price  operates  at  the  auctions,  the  vegetables  or  fruit  going  to 
the  account  of  the  Centrale  when  minimum  prices  are  not  obtained  from 
wholesalers.     In  other  cases,  payments  to  producers  are  made  by  a  Centrale 
when  the  actual  selling  price  does  not  equal  the  minimum  price,  the  pay- 
ment equaling  the  difference.     In  1933  PI.  8,800,000  ($4,550,000)  were 
used  in  supporting  prices  for  horticultural  products;  in  1934,  J1!.  9,000,000 
($6,000,000);  and  in  1935  Fl .  12,000,000  ($8~000 ,000)  .1/    The  operation  of 
these  schemes  is  financed  by  Government  grants,  monopoly  import  fees  on 
fruits  and  vegetables,  and  transportation  and  other  permit  fees. 


l/  Conversions  to  United  States  dollars  in  this  report  are  made  at  average 
rate  of  e-xchange  for  the  year  in  question.     Because  of  devaluation  of  the 
dollar  in  1933,  this  sometimes  results  in  Netherlands  values  moving  in  one 
direction  while  values  in  United  States  currency  move  in  the  opposite. 
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Potatoes 

Food  potatoes  are  also  a  surplus  product  in  Netherlands  agricul- 
ture, production  being  on  an  export  "basis.    Relief  for  food-potato  growers 
came  in  1933;  and,  after  2  years  of  price- supporting  and  acreage-reduction 
measures,   supplies  were  greatly  reduced  and  prices  on  the  domestic  market 
"became  satisfactory. 

For  plots  under  one-eighth  of  an  acre  in  size  no  permits  or  fees 
are  required;  for  plots  from  one-eighth  to  one-fourth  of  an  acre  a  per- 
mit must  "be  obtained  but  no  fee  is  assessed;  for  one-fourth  of  an  acre 
and  over  a  fee  must  be  paid  for  a  cultivation  permit,  the  first  one- 
eighth  of  an  acre  being  exempt  from  fees.     Cultivation  without  permit  of 
plots  over  one-eighth  of  an  acre  in  size  is  illegal.     Funds  derived  from 
permits  are  used  to  subsidize  production  in  excess  of  domestic  food  re- 
quirements, the  surplus  being  exported  or  used  for  feeding  purposes. 

Flax 

Flax  production  in  the  Netherlands  was  well  developed  and  on  an 
export  basis  prior  to  the  depression,    producers,  however,  could  not  meet 
the  competition  of  other  countries,  particularly  Russia,  at  depression 
prices,  and  between  1929  and  1932  flax  acreage  was  reduced  about  90  percent. 

Subsidies  to  producers  in  1932  did  not  stop  the  decline  in  flax 
production.     In  1933  the  subsidies  were  increased,  but  the  area  for  sub- 
sidizing was  limited  to  about  15,000  acres.    By  1934,  improved  market 
possibilities,  combined  with  the  subsidies,  resulted  in  profitable  flax 
production,  and  in  1935,  the  subsidized  area  was  increased  to  25,000 
acres.     Subsidies  are  now  paid  on  a  sliding  scale  based  on  yield  and 
prices,  but  so  arranged  that  minimum  returns  are  Fl .  160  per  hectare 
($35.45  per  acre).     Flax  production  has  increased  but  has  not  reached 
that  of  predepression  years. 

Measures  Applied  to  Deficit  or  Import  Products 

Wheat 

Wheat  produced  in  the  Netherlands  cannot  compete  on  either  a  price 
or  a  quality  basis  with  wheat  from  the  lower-cost  surplus-grain  countries. 
Prior  to  the  depression,  the  Netherlands  imported  about  90  percent  of 
its  wheat  requirements.     The  decline  of  about  50  percent  in  wheat  prices 
during  the  period  1929-1931  was  a  severe  blow  to  grain  producers.  Accord- 
ingly, measures  were  adopted  to  increase  domestic  wheat  production  and  to 
dispose  of  it  on  the  home  market. 
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The  wheat  plan  hinges  on  the  compulsory  utilization  of  domestic 
wheat  by  millers  in  the  production  of  wheat  flour.     Fixed  originally  at 
20  percent,  the  compulsory  mixing  percentage  of  domestic  wheat  has  teen 
increased  to  35  percent.     During  the  first  years  of  the  scheme's  operation, 
guiding  prices  were  fixed  at  Fl .  12.50  per  100  kg.  (about  $1.37  cents  per 
bushel  at  the  then  current  rate  of  exchange)  for  the  quantity  necessary  to 
fulfill  the  compulsory  mixing  requirements.     Guiding  prices  were  subse- 
quently reduced  to  Fl .  11.00  ($2.02)  in  1934,  increased  to  Fl.  12.15 
($2.24)  in  1935,  and  again  reduced  to  Fl .  9.00  ($1.58)  in  1936,  although 
allowances  for  storage,  etc.,  have  been  granted,  which  raise  the  latter 
price  to  Fl .  9.60  ($1.68) . 

As  wheat  production  increased,  further  increases  in  bread  prices 
were  avoided  by  restricting  the  wheat  acreage  of  individual  producers  to 
one-third  of  their  arable  land.     In  December  1936  the  restrictions  on 
wheat  acreage  were  cancelled.    Restrictions  are  in  force  on  the  use  of 
imported  flour,  and  monopoly  fees  are  collected  on  imports  of  wheat  and 
flour.     Since  1931,  wheat  acreage  has  more  than  doubled  and  wheat  imports 
have  dropped  from  28,476,000  bushels  in  1931  to  19,474,000  bushels  in 
1935. 

Feed  grains 

As  with  wheat,  the  Netherlands  is  on  an  import  basis  for  feed  grains. 
During  the  period  1929-1931,  the  acreage  devoted  to  rye,  barley,  and  oats, 
the  principal  feed  grains  used  in  the  Netherlands,  declined  as  cropland 
was  diverted  to  other  uses.     Since  the  utilization  of  these  crops  could  be 
forced  in  the  domestic  markets,  they  have  been  included  among  the  "crisis" 
products,  and  an  expansion  in  the  production  of  rye  and  barley  has  been  en- 
couraged by  the  payment  of  premiums. 

In  1933,  premiums  of  Fl .  3.50  per  100  kg.   (46.0  and  39.4  cents  per 
bushel,  respectively,  of  rye  and  barley  at  the  prevailing  rate  of  exchange) 
were  paid  producers,  but  since  September  1934  the  premiums  have  been  re- 
duced to  Fl.  3.00  for  rye  (denatured)  and  Fl,  2.50  for  barley  (equivalent 
to  41.72  cents  and  29.80  cents,  respectively,  at  the  present  rate  of  ex- 
change).    The  production  of  both  grains  has  increased.     The  premium  of 
Fl.  3.00  (23.84  cents  per  bushel)  paid  on  oats  is  not  considered  suffi- 
ciently encouraging  to  cause  an  increase  in  production,  and  the  acreage 
in  oats  has  steadily  declined  since  1931.    Monopoly  import  fees  on  imported 
feeds  provide  funds  for  the  payment  of  the  premiums. 

Sugar  beets 

Sugar-beet  production  reached  a  peak  in  1928,  and  producers  were 
seriously  affected  by  the  decline  in  world  prices.     When  a  duty  on  sugar 
imports  in  1930  failed  to  bring  an  improvement,  the  Netherlands  Government 
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"began,  in  1931,  to  pay  a  subsidy  to  producers.     The  subsidy  is  paid  only  on 
a  quota  that  approximates  domestic  consumption.    Production  in  exess  of  the 
quota  can  be  used  only  for  feeding  purposes.     The  subsidy  was  increased  from 
3T1.  4.50  per  metric  ton  ($1.64  per  short  ton)  of  processed  beets  in  1931-32 
to  Fl.  8.25  ($3.02  per  short  ton)  in  1932-33  and  to  Fl .  11.00  ($5.16  per 
short  ton)  in  1933-34;  the  following  year  it  was  reduced  to  Fl.  10.00, 
($6.11)  and  for  1935-36  further  reduced  to  Fl .  7.00  ($4,30).     The  quota  also 
has  been  progressively  reduced  as  consumption  has  declined.    Beet  production 
has  "become  profitable  and  fairly  well  adjusted  to  domestic  requirements. 

Administrative  Organization 

All  of  the  control  and  relief  programs,  except  the  wheat  scheme,  op- 
erate through  similar  administrative  set-ups.     At  first,  a  separate  and 
distinct  organization  was  developed  for  each  commodity;  "but,  as  the  meas- 
ures were  extended,  such  a  procedure  led  to  confusion,   some  duplication, 
and  a  great  number  of  unnecessary  officials  and  inspectors.     In  May  1934, 
a  new  administrative  set-up  was  adopted,  which  has  simplified  the  operation 
of  the  measures  and  reduced  administrative  expenses. 

Formerly  there  was  a  Centrale  for  each  commodity,  which  planned 
operations  and  handled  business  and  financial  matters.     These  have  been 
combined  into  three  Centrales  located  at  The  Hague.     One  covers  livestock, 
one  horticulture,  and  the  other  field  crops.     Each  Centrale  is  under  the 
supervision  of  a  Commissioner,  who  in  turn  is  responsible  to  the  Minister 
of  Agriculture. 

There  was  also  a  Provincial  Centrale  for  each  controlled  commodity 
in  each  Province,  to  which  producers  of  these  commodities  were  required  to 
belong.     The  Provincial  Centrales  were  the  mediums  through  which  the  main 
Centrales  reached  individual  producers.     Each  Provincial  Centrale  had  its 
own  inspectors,  and  the  numerous  memberships  required  of  producers  of 
several  controlled  products,  as  well  as  the  visits  from  numerous  commodity 
inspectors,  were  mystifying  and  expensive  to  farmers. 

In  the  reorganization,  Provincial  Commodity  Centrales  have  been  com- 
bined into  one  for  each  Province,  and  one  inspector  now  covers  all  commodities 
when  visiting  a  farm.     The  wheat  scheme  operates  through  both  a  millers' 
organization  and  a  producers'   organization,  which  working  together  control 
production,  transportation,  and  all  transactions  in  domestic  wheat. 

An  independent  office  has  been  established  to  handle  compliance  with 
all  measures,  and  special  courts  have  been  established  for  handling  cases 
arising  from  noncompliance.     Another  independent  office  has  been  established 
for  auditing  purposes  and  control  of  the  Agricultural  Crisis  Fund.    All  money 
derived  from  crisis  taxes,  that  is,  slaughter,  excise,  and  other  consumption 
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taxes,  monopoly  import  fees,  and  transportation  and  cultivation  permits, 
goes  into  the  crisis  fund  along  with  Government  grants.     The  money  is 
hudgeted  "by  commodities,  and  the  fund  is  administered  by  the  auditing 
office . 

Social  and  Economic  Consequences 

The  effect  of  the  various  relief  measures  has  been  partially  offset 
by  a  policy  of  deflation.     The  Netherlands  was  one  of  the  last  countries  to 
devalue  its  currency.     The  recent  Agricultural  policy  of  the  Government, 
therefore,  has  been  to  prevent  a  collapse  in  prices,  which  might  have  come 
from  conditions  in  the  export  trade  or  from  the  deflationary  policy. 

Without  doubt,  agriculture  in  the  Netherlands  has  benefited  from 
the  relief  measures.    Profits  have  been  restored  in  the  production  of  the 
most  important  products,  and  a  rationalization,  which  includes  utilization 
of  land  more  in  keeping  with  domestic  requirements,  has  taken  place.  It 
has  been  an  expensive  procedure,  however,  particularly  from  the  standpoint 
of  the  consumer. 

If  world  trade  is  to  continue  under  quotas,  restrictions,  and  other 
impediments,  which  make  it  necessary  for  efficient  production  to  be  cur- 
tailed and  inefficient  production  to  be  expanded,  it  is  probable  that  the 
adjustments  in  Netherlands  agricultural  production  have  been  in  the  best 
interests  of  the  country. 

Since  the  currency  was  devalued  in  the  fall  of  1936,  the  Netherlands 
has  been  going  through  a  transitional  period,  and  the  national  economy  has 
not  yet  become  adjusted  to  the  changed  conditions.     Deflation  had  proceeded 
far  enough  to  wipe  out  a  part  of  the  discrepancy  between  Netherlands  price 
levels  and  world  price  levels  for  all  except  agricultural  products.  Cer- 
tain deflationary  tendencies  are  still  visible  in  Netherlands  policies,  and 
from  consumers  and  industry  there  are  demands  that  the  agricultural  relief 
measures  be  discontinued.    Authorities,  however,  appear  to  be  proceeding 
under  the  assumption  that  the  recovery  in  agriculture  is  not  of  such  a 
nature  or  extent  that  agricultural  aids  can  be  abandoned  at  this  time. 

The  decline  in  agricultural  income  that  came  with  the  fall  in  world 
prices  was  accelerated  by  deflation  in  the  Netherlands.     The  control  mea- 
sures, however,  not  only  retarded  this  decline  but  eventually  resulted  in 
an  actual  increase  in  agricultural  income.    National  income  has  declined 
because  of  world  conditions ,   overvaluation  of  the  guilder,  and  domestic 
deflation.     It  is  probable  that  the  control  measures  have  been  instrumen- 
tal in  preventing  an  even  greater  decline  in  national  income. 
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Purchasing  power  of  the  agricultural  community  increased  with 
the  increased  income  and  increased  earnings  which  resulted  from  the  con- 
trol measures.    Purchasing  power  of  other  classes  declined  with  the  drop 
in  income  and  wages,  "but  the  decline  in  the  latter  was  offset  to  some 
extent  by  declining  price  levels  and  various  relief  measures.  Unemploy- 
ment has  shown  a  continued  increase.    Under  these  conditions  it  is  prob- 
able that  the  standard  of  living  of  the  rural  classes  has  shown  little 
change  -  if  any  change,  an  improvement  -  "but  the  standard  of  living  of 
the  laboring  classes  has  declined.    Higher  prices  for  agri cultural  com- 
modities played  a  part  in  both  the  improvement  in  the  position  of  the 
farm  population  and  the  lowering  of  the  standard  of  living  of  the  urban 
workers . 
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NOTES 


GERMANY  ADOPTS  NEW  LIVESTOCK  REGULATIONS 

A  new  order  for  the.  regulation  of  the  German  livestock  and  meat 
industry  became  effective  January  1,  1937,  according  to  a  report  from 
H.  E-  Reed,  Agricultural  Commissioner  at  Berlin.     The  objectives  of  the 
new  order  are  to  provide  regular  supplies  to  consumers,   to  encourage 
production,  and  to  maintain  fair  prices . for  livestock  and  meats .  It 
embraces  "the  desirable  and  workable  features  of  previous  orders  elimi- 
nates many  of  the  undesirable  features,-  and  extends  control  to  the 
distribution  of  both  livestock  and  meats. 

An  outstanding  feature  of  the  order  is  the  new  series  of  fixed 
prices  for  hogs.     Previously,  prices  were  maintained  at  the  same  level 
throughout  the  year.     Summer  shortages  and  winter  gluts  in  hog  supplies 
resulted  because  of  the  lack  of  incentive  to  carry  feeds  for  summer 
fattening.     During  1937,  however,  the  fixed  prices  for  hogs  will  be 
higher  from  July  through  October  than  during  any  other  period  of  the  year. 
Provisions  also  have  been  made  for  seasonal  variations  in  the  fixed  prices 
of  cattle  by  grades. 

The  new  order  divides  Germany  into  surplus  and  deficit  livestock- 
and  meat-producing  areas  and  provides  for  the  establishment  of  distrib- 
uting centers  controlled  by  livestock  marketing  boards  so  as  to  facili- 
tate the  movement  of  livestock  from  surplus  to  deficit  areas.  Shipments 
of  meat,  previously  uncontrolled,  also  are  covered  by  the  regulations. 
In  order  to  prevent  processing  plants  from  shifting  to  the  production  of 
special  products  during  periods  of  shortages,  provision  is  made  for  regu- 
lating factory  production. 

Maximum  wholesale  prices  of  pork,  beef,  veal,  mutton,  and  lamb 
are  fixed  by  the  order  but  without  regard  to  the  seasonal  variations  in 
the  fixed  price  of  livestock.     Substantial  purchases  of  livestock  by  the 
Government  during  periods  of  heavy  deliveries  and  Government  distribution 
of  meats  during  periods  of  shortages  are  to  be  depended  upon  to  act  as  a 
price  stabilizing  factor.    Maximum  retail  prices  for  meats,   fixed  some 
time  ago,  have  been  left  unchanged- 


PROPOSED  COLLECTIVE  BARGAINING  EOR  ERENCH  AGRICULTURAL  WORKERS 

A  bill  designed  to  promote  the  principle  of  collective  bargain- 
ing among  agricultural  workers'  has  recently  been  presented  to  Parliament 
by  the  Prench  Government,   the  Paris  office  of  the  Bureau  of  Agricultural 
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Economics  reports.     Under  the  provisions  of  the  bill  the  Minister  of 
Agriculture  is  authorized  to  appoint  commissions  consisting  of  repre- 
sentatives of  both  employers  and  employees  of  specified  farm  enterprise 
The  function  of  such  commissions  will  be  to  draft  so-called  collective 
contracts  regulating  all  relations  between  employers  and  employees, 
for  specific  types  of  farm  enterprises,  for  specified  regions,  or  for 
the  country  as  a  whole. 

The  Minister  of  Agriculture  will  head  such  commissions  if  the 
scope  of  their  activities  is  to  cover  all  agricultural  employers  and 
employees  of  any  specified  farm  enterprise  within  a  region  or  for  the 
country  as  a  whole.     If  the  scope  of  their  activities  is  more  limited, 
the  commissions  will  be  headed  by  the  Prefects  of  the  Departments  or 
Provinces.     In  case  the  mixed  commissions  are  unable  to  agree  on  any 
stipulation  in  a  proposed  collective  contract,  the  Minister  of  Agricul- 
ture will  effect  the  solution  after  calling  upon  the  Chambers  of  Agri- 
culture of  the  Departments  concerned,  if  it  is  a  local  difficulty;  if 
it  is  a  national  problem,  he  will  consult  with  the  National  Assembly  of 
all  Chambers  of  Agriculture. 

The  bill  provides  that  each  collective  contract  must  stipulate 
(1)  the  duration  of  the  contract;   (2)  the  right  to  free  expression  of 
opinion  by  workers;    (3)  the  right  of  the  workers  to  organize;    (4)  in 
the  case  of  concerns  employing  more  than  eight  workers,  provision  for 
delegates  of  French  nationality  to  be  elected  by  the  agricultural 
workers  and  qualified  to  present  to  such  concerns  individual  claims 
that  are  not  directly  satisfied  by  the  application  of  wage  scales, 
the  labor  code,  and  other  existing  laws  relative  to  the  protection  of 
workers;   (5)  minimum  wages  by  category  of  workers  and  by  regions; 
(6)  the  number  of  working  hours;  and  (7)  regulations  controlling  ab- 
sence from  duty. 

The  bill  also  provides  that  any  or  all  of  the  stipulations  of 
a  collective  contract  may  be  made  compulsory,  by  order  of  the  Minister 
of  Agriculture,  for  all  agricultural  employers  and  employees  engaged  in 
the  specified  farming  enterprise  concerned  or  for  all  agricultural 
employers  and  employees  within  the  specified  region  in  which  the  con- 
tract is  to  be  applicable.     Before  such  measures  can  be  made  compul- 
sory, however,  the  Minister  must  grant  a  15-day  recess  in  which  to  hear 
expressions  of  opinion  from  all  persons  interested. 

The  bill  further  stipulates  that  the  law  can  be  made  applicable 
to  Algeria  or  to  any  of  the  French  colonies  and  protectorates  by  the 
issuance  of  decrees  to  that  effect. 
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LAND  TENUIS!  AND  AGRICULTURAL  LABOR  IN  CHILE 

Land  ownership  in  Chile  is  Somewhat  feudalistic  in  character, 
having  originated  in  colonial  days  when  large  grants  were  obtained  from 
the  Spanish  Crown,  according  to  a  report  from  Consul  John  B.  Faust  in 
Santiago.     A  survey  in  1327-2,8  of  90,794  landholdings ,   covering  a  total 
area  of  57,154.000  acres,  gives  a  fair  cross  section  of  the  distribution 
of  farm  land  in  Chile.     It  shows  that  56  percent  of  that  area  was  in 
plantations  of  more  than  12,350  acres  each,   18  percent  in  those  of  2,473 
to  12,549  acres,  14  percent  in  those  of  518  to  2,472  acres,  7  percent  in 
those  of  126  to  517  acres,  and  the  remaining  5  percent  in  farms  of  less 
than  126  acres • 

The  surve;/  also  revealed  that  74  percent  of  the  57,154,000  acres 
covered  was  held  by  2,691  landowners,  or  by  less  than  3  percent  of  the 
total  of  90,794.     These  large  owners  often  lived  in  Santiago  or  in  Europe 
and  seldom  exercised  any  direct  supervision  over  their  estates.     The  re- 
maining 14,323,865  acres  were  held  by  88,103  owners,  or  by  97  percent  of 
the  landowners.     The  latter  often  lived  on  their  properties  and  worked 
in  at  least  a  supervisory  capacity.     The  actual  farm  labor  was  performed 
by  350,000  workmen  and  their  families. 

There  are  three  types  of  farm  laborers  in  Chile.     11  In  qui  linos"  , 
or  resident    tenants,  comprise  the  largest  group  and  usually  remain  on 
the  same  property  for  generations.    An  inquilino  receives  from  1  to  4 
pesos  (5.17  to  20.69  cents,  at  current  rate  of  exchange)  per  day  in 
actual  ca.sh,   in  addition  to  shelter,  a  daily  food  allowance  (usually 
bread  and  beans)  sufficient  for  two  meals,   the  use  of  1  or  2  acres  for 
his  own  food  and  feed  requirements,  an  ox,  horse,  or  mule,  and  sometimes 
a  cow.     He  is  expected  to  work  300  days  a  year,  but  some  latitude  is 
usually  allowed  in  this  respect. 

A  second  class  of  farm  laborer,  the  "peon-voluntario"  or  "afuerino" 
(outsider),  is  usually  employed  during  the  harvest  season.     Afuerinos  com- 
prise an  itinerant  class  and  receive  from  6  to  8  pesos  (31-03, to  41.38 
cents)  per  day  during  the  harvesting  period. 

The  third  type  of  agricultural  worker,   the  "ganan" ,  is  employed  only 
for  temporary  jobs.     He  receives  from  one-half  peso  to  5  pesos   (2-59  to 
25.86  cents)  per  day,   two  simple  meals,  and  a  crude  shelter.     The  lowest 
rate  is  paid  to  children  and  the  higher  rates  to  adults,   depending  on 
their  strength  and  skill.     During  the  harvest  season  they  are  occasionally 
paid  on  a  piece-work  basis. 


